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HROW Lease
Revised 10/89

Austin, @nc:n

— O S—

PAID-UP

OIL AND GAS LEASE NO. M-95709
GENERAL LAND OFFICE
AUSTIN, TEXAS

THIS AGREEMENT made and entered into by and between the
Commissioner of the General Land Office of the State of Texas,
whose address is Stephen F. Austin Building, 1700 North Congress,
Austin, Texas, 78701, hereinafter called 'Lessor', hereunto
authorized by the School Land Board, pursuant to the provisions of
Chapters 32, 34 and 52 of the Natural Resources Code (hereinafter
called N.R.C.), and amendments thereto, and all applicable rules
promulgated by the School Land Board, and J.W. Lacy, Jr., whose
?ddress is P.0. Box 3266, Midland, Texas 79702, hereinafter called
'Lessee'.

1. Lessor, in consideration of Nine Hundred Eighty Nine and 10/100
Dollars ($989.10), receipt of which is hereby acknowledged, and of
the covenants and agreements of Lessee hereinafter contained, does
hereby grant, lease, and let unto Lessee the land covered hereby
for the purposes and with the exclusive right of exploring,
drilling, mining and operating for, producing and owning oil, gas,
and all other hydrocarbons, produced from the land covered hereby.
The land covered hereby, herein called '"said land" is located in
the County of Sterling and Glasscock, State of Texas, and is
described as follows:

9.891 acres of land, more or less, situated in said
Sterling and Glasscock County, Texas, more particularly



described in Exhibit "A" attached hereto and made a part
hereof together with a plat, attached hereto as Exhibit
"B", depicting said right-of-way and surrounding area for
purposes of illustration only.

For the purpose of determining the amount of any bonus or other
payment hereunder, said land shall be deemed to contain 9.891
acres, whether actually containing more or less, and the above
recital of acreage shall be deemed to be the true acreage thereof.
Lessor accepts the bonus as lump sum consideration for this lease
and all rights and options hereunder.

2. PRIMARY TERM: This lease, which is a "paid up" lease requiring
no rentals, shall remain in force for a term of three (3) years
from January 4, 1994, hereinafter called "primary term'", and as
long thereafter as operations, as hereinafter defined, are
conducted upon said land with no cessation for more than ninety
(90) consecutive days.

s ROYALTIES: As royalty Lessee covenants and agrees:

(a) To deliver to the credit of Lessor, in the pipe line to which
Lessee may connect its well, the equal one fifth (1/5) part of all
0il produced and saved by Lessee from said land, or from time to
time, at the option of Lessee, to pay Lessor the average posted
market price of such one fifth (1/5) part of such oil at the wells
as of the day it is run to the pipe line or storage tanks, Lessor's
interest, in either case, to bear none of the cost of treating oil
to render it marketable pipe line oil;

(b) To pay Lessor on gas and casinghead gas produced from said
land (1) when sold by lessee, one fifth (1/5) of the amount
realized by Lessee, computed at the mouth of the well, or (2) when
used by Lessee off said land or in the manufacture of gasoline or
other products, the market value, at the mouth of the well, of one
fifth (1/5) of such gas and casinghead gas.

(c) If, at the expiration of the primary term or at any time or
times thereafter, there is any well on said land or on lands with
which said land or any portion thereof has been pooled, capable of
producing oil or gas, and all such wells are shut-in, this lease
shall, nevertheless, continue in force as though operations were
being conducted on said land for so long as said wells are shut-in,
and thereafter this lease may be continued in force as if no
shut-in had occurred.

(d) Lessee covenants and agrees to use reasonable diligence to
produce, utilize, or market the minerals capable of being produced
from said wells, but in the exercise of such diligence, Lessee
shall not be obligated to install or furnish facilities other than
well facilities and ordinary lease facilities of flow lines,
separator, and lease tank, and shall not be required to settle
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labor trouble or to market gas upon terms unacceptable to Lessee.

(e) If at any time or times after the expiration of the primary
term, all such wells are shut-in for a period of ninety consecutive
days, and during such time there are no operations on said land,
then at or before the expiration of said ninety day period, lessee
shall pay or tender, by check of lessee, as royalty, the sum of
$10.00. Lessee shall make like payments or tenders at or before
the end of each anniversary of the expiration of said ninety day
period if upon such anniversary this lease is being continued in
force solely by reason of the provisions of this paragraph. Each
such payment or tender shall be made to the parties who at the time
of payment would be entitled to receive the royalties which would
be paid under this lease if the wells were producing. Nothing
herein shall impair lessee's right to release as provided in
paragraph 5 hereof. In the event of assignment of this lease in
whole or in part, liability for payment hereunder shall rest
exclusively on the then owner or owners of this lease, severally as
to acreage owned by each.

(f£) All royalties not taken in kind shall be paid to the
Commissioner of the General Land Office at Austin, Texas, in the
following manner:

Royalty on o0il is due and must be received in the General Land
Office on or before the 5th day of the second month succeeding the
month of production, and royalty on gas is due and must be received
in the General Land Office on or before the 15th day of the second
month succeeding the month of production, accompanied by the
affidavit of the owner, manager, or other authorized agent,
completed in the form and manner prescribed by the General Land
Office and showing the gross amount and disposition of all oil and
gas produced and the market value of the oil and gas, together with
a copy of all documents, records or reports confirming the gross
production, disposition and market value including gas meter
readings, pipeline receipts, gas line receipts and other checks or
memoranda of amount produced and put into pipelines, tanks, or
pools and gas lines or gas storage, and any other reports or
records which the General Land Office may require to verify the
gross production, disposition and market value. 1In all cases the
authority of a manager or agent to act for the Lessee herein must
be filed in the General Land Office. Each royalty payment shall be
accompanied by a check stub, schedule, summary or other remittance
advice showing by the assigned General Land Office lease number the
amount of royalty being paid on each lease. If Lessee pays his
royalty on or before thirty (30) days after the royalty payment was
due, the Lessee owes a penalty of 5% on the royalty or $25.00,
whichever is greater. A royalty payment which is over thirty (30)
days late shall accrue a penalty of 10% of the royalty due or
$25.00, whichever is greater. In addition to a penalty, royalties
shall accrue interest at a rate of 12% per year; such interest will
begin accruing when the royalty is sixty (60) days overdue.
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Affidavits and supporting documents which are not filed when due
shall incur a penalty in an amount set by the General Land Office
administrative rule which is effective on the date when the
affidavits or supporting documents were due. The Lessee shall bear
all responsibility for paying or causing royalties to be paid as
prescribed by the due date provided herein. Payment of the
delinguency penalty shall in no way operate to prohibit the State's
right of forfeiture as provided by law nor act to postpone the date
on which royalties were originally due. The above penalty
provisions shall not apply in cases of title dispute as to the
State's portion of the royalty or to that portion of the royalty in
dispute as to fair market value. The State shall have first lien
upon all oil and gas produced from the area covered by this lease
to secure the payment of all unpaid royalty and other sums of money
that may become due to the State hereunder.

4. POOLING: (a) Lessee is hereby granted the right, at its
option, to pool or unitize any land covered by this lease with any
other land covered by this lease, and/or with any other 1land,
lease, or leases, as to any or all minerals or horizons. Units
pooled for oil hereunder shall not exceed 160 acres each in area,
and units pooled for gas hereunder shall not exceed in area 640
acres each plus a tolerance of ten percent (10%) thereof, unless
oil or gas units of a greater size are allowed under or prescribed
by rules of the Railroad Commission of Texas. A unit established
hereunder shall be valid and effective for all purposes of this
lease even though there may be mineral, royalty, or leasehold
interests in lands within the unit which are not effectively pooled
or unitized. Any operations conducted on any part of such unitized
land shall be considered, for all purposes, except the payment of
royalty, as operations conducted upon said land under this lease.
There shall be allocated to the land covered by this lease within
each such unit (or to each separate tract within the unit if this
lease covers separate tracts within the unit) the proportion of the
total production of wunitized minerals from the wunit, after
deducting any used in lease or unit operations, which the number of
surface acres in such land (or in each such separate tract) covered
by this lease within the unit bears to the total number of surface
acres in the unit, and the production so allocated shall be
considered for all purposes, including payment or delivery of
royalty, overriding royalty and any other payments out of
production, to be the entire production of unitized minerals from
the land to which allocated in the same manner as though produced
therefrom under the terms of this lease. The owner of the
reversionary estate of any term royalty or mineral estate agrees
that the accrual of royalties pursuant to this paragraph or of
shut-in royalties from a well on the unit shall satisfy any
limitation of term requiring production of o0il or gas. The
formation of any unit hereunder which includes land not covered by
this lease shall not have the effect of exchanging or transferring
any interest under this lease (including, without limitation, any
shut-in royalty which may become payable under this lease) between
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parties owning interests in land covered by this lease and parties
owning interests in land not covered by this lease. Neither shall
it impair the right of Lessee to release as provided in paragraph
5 hereof, except that Lessee may not so release as to lands within
a unit while there are operations thereon for unitized minerals
unless all pooled leases are released as to lands within the unit.
At any time while this lease is in force Lessee may dissolve any
unit established hereunder by filing for record in the public
office where this lease is recorded a declaration to that effect,
if at that time no operations are being conducted thereon for
unitized minerals. Subject to the provisions of this paragraph 4,
a unit once established hereunder shall remain in force for so long
as any lease subject thereto shall remain in force. If this lease
now or hereafter covers separate tracts, no pooling or unitization
of royalty interests as between any such separate tracts is
intended or shall be implied or result merely from the inclusion of
such separate tracts within this 1lease but Lessee shall
nevertheless have the right to pool or unitize as provided in this
paragraph 4 with consequent allocation of production as herein
provided. As used in this paragraph 4, the words '"separate tract"
mean any tract with royalty ownership differing, now or hereafter,
either as to parties or amounts, from that as to any other part of
the leased premises.

(b) Neither unit production of oil or gas, nor unit operations, nor
payment of shut-in royalties from a unit gas well, shall serve to
hold the lease in force as to any area outside the unit, regardless
of whether the production, maintenance of a shut-in gas well, or
operations are actually located on the State tract or not.

(c) Lessee agrees to file with the General Land Office a copy of
any unit designation which this lease is included within ninety
(90) days of such designation.

5. REL E: Lessee may relinquish the rights granted hereunder
to the State at any time by recording the relinquishment in the
county where this area is situated and filing the recorded
relinquishment or certified copy of same in the General Land Office
within ninety (90) days after its execution accompanied by the
prescribed filing fee. Such relinquishment will not have the
effect of releasing Lessee from any liability theretofore accrued
in favor of the State.

6. REWORK : If at any time or times during the primary term
operations are conducted on said land and if all operations are
discontinued, this lease shall thereafter terminate at the end of
the primary term or on the ninetieth day after discontinuance of
all operations, whichever is the later date, unless on such later
date either (1) Lessee is conducting operations or (2) the shut-in
well provisions of paragraph 3 or the provisions of paragraph 9 are
applicable. Whenever used in this lease the word '"operations"
shall mean operations for and any of the following: drilling,
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testing, completing, reworking, recompleting, deepening, plugging
back or repairing of a well in search for or in an endeavor to
obtain production of oil or gas, or production of oil or gas in
paying quantities.

7. MINERAL USE: Lessee shall have the use, free from royalty, of
o0il and gas produced from said land in all operations hereunder.

B NOTICE: In the event Lessor considers that Lessee has not
complied with all its obligations hereunder, both express and
implied, Lessor shall notify Lessee in writing, setting out
specifically in what respects Lessee has breached this contract.
Lessee shall then have sixty (60) days after receipt of said notice
within which to meet or commence to meet all or any part of the
breaches alleged by Lessor. The service of said notice shall be
precedent to the bringing of any action by Lessor on said lease for
any cause, and no such action shall be brought until the lapse of
sixty (60) days after service of such notice on Lessee. Neither
the service of said notice nor the doing of any acts by Lessee
aimed to meet all or any of the alleged breaches shall be deemed an
admission or presumption that Lessee has failed to perform all its
obligations hereunder. If this lease is canceled for any cause, it
shall nevertheless remain in force and effect as to (1) sufficient
acreage around each well as to which there are operations to
constitute a drilling or maximum allowable unit under applicable
governmental regulations, (but in no event less than forty acres),
such acreage to be designated by Lessee as nearly as practicable in
the form of a square centered at the well, or in such shape as then
existing spacing rules require; and (2) any part of said land
included in a pooled unit on which there are operations.

9. FORCE MAJEURE: 1If, while this lease is in force, at, or after
the expiration of the primary term hereof, it is not being
continued in force by reason of the shut-in well provisions of
paragraph 3 hereof, and Lessee is not conducting operations on said
land by reason of (1) any law, order, rule or regulation, (whether
or not subsequently determined to be invalid) or (2) any other
cause, whether similar or dissimilar, (except financial) beyond the
reasonable control of Lessee, the primary term shall be extended
until the first anniversary date hereof occurring ninety (90) or
more days following the removal of such delaying cause, and this
lease may be extended thereafter by operations as if such delay had
not occurred.

10. LESSER ESTATE,CLAUSE: If this lease covers a less interest in
the oil or gas in all or any part of said land than the entire and
undivided fee simple estate (whether lessors interest is herein
specified or not), or no interest therein, then the royalties, and
other monies accruing from any part as to which this lease covers
less than such full interest, shall be paid only in the proportion
which the interest therein, if any, covered by this lease bears to
the whole and undivided fee simple estate therein.
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11. ASSIGNMENTS: This lease may be transferred at any time. All
transfers must reference the lease by file number and must be
recorded in the county where the land covered hereby is located,
and the recorded transfer or a copy certified to by the County
Clerk of the county where the transfer is recorded must be filed in
the General Land Office within ninety (90) days of the execution
date, as provided by N.R.C. Section 52.026, accompanied by the
prescribed filing fee. Every transferee shall succeed to all
rights and be subject to all obligations, liabilities, and
penalties owed to the State by the original Lessee or any prior
transferee of the lease, including any liabilities to the State for
unpaid royalties.

12. WELL INFORMATION: Lessee agrees to forthwith furnish Lessor,
upon written request, with copies of all drilling logs, electrical
logs, cores and core records and other information pertaining to
all wells drilled by lessee either on the leased premises or
acreage pooled therewith, when requested to do so. Said
information shall remain confidential as required by statute.

13. SURFACE: Notwithstanding anything herein to the contrary, it
is agreed that Lessee will not conduct any exploration or drilling
on the surface of the leased premises or use the surface in the
exercise of any rights herein granted. Any development of said
land shall be by means of a directional well located off the leased
premises, or by pooling of said land with other land, lease or
leases as hereinabove provided.

14. COMPENSATORY ROYALTY: Lessee shall pay a compensatory royalty
if this lease is not being held by production on the leased
premises, by production from a pooled unit, or by payment of
shut-in royalties in accordance with the terms of this lease, and
if 0il or gas is sold or delivered in paying quantities from a well
located within 2500 feet of the leased premises and completed in a
producible reservoir underlying the area leased hereunder or in any
case in which drainage is occurring. Such compensatory royalty
shall be paid at the royalty rate provided in this lease based on
the value of production from the well as provided in the lease on
which such well is located. The compensatory royalty shall be paid
in the same proportion that the acreage of this lease has to the
acreage of the proration unit surrounding the draining well plus
the acreage of this lease. The compensatory royalty shall be paid
monthly to the Commissioner of the General Land Office on or before
the last day of the month after the month in which the o0il or gas
is sold and delivered from the well causing the drainage or from
the well located within 2500 feet of the leased premises and
completed in a producible reservoir under this lease.
Notwithstanding anything herein to the contrary, compensatory
royalty payable hereunder shall be no less than an amount equal to
$20.00, and shall maintain this lease in effect for so long as such
payments are made as provided herein.



15. FORFEITURE: If Lessee shall fail or refuse to make payment of
any sum within thirty (30) days after it becomes due, or if Lessee
or an authorized agent should knowingly make any false return or
false report concerning production or drilling, or if Lessee shall
fail or refuse to drill any offset well or wells in good faith as
required by law and the rules and regulations adopted by the
Commissioner of the General Land Office, or if Lessee should fail
to file reports in the manner required by law or fail to comply
with rules and regulations promulgated by the General Land Office,
or refuse the proper authority access to the records pertaining to
operations, or if Lessee or an authorized agent should knowingly
fail or refuse to give correct information to the proper authority,
or knowingly fail or refuse to furnish the General Land Office a
correct log of any well, or if this lease is pooled or assigned and
the unit designation or assignment is not filed in the General Land
Office as required by law, the rights acquired under this lease
shall be subject to forfeiture by the Commissioner, and he shall
forfeit same when sufficiently informed of the facts which
authorize a forfeiture, and when forfeited the area shall again be
subject to lease. However, nothing herein shall be construed as
waiving the automatic termination of this lease by operations of
law or by reason of any special limitation arising hereunder.
Forfeitures may be set aside and this lease and all rights
thereunder reinstated before the rights of another intervene upon
satisfactory evidence to the Commissioner of the General Land
Office of future compliance with the provisions of the law and of
this lease and the rules and regulations that may be adopted
relative hereto.

16. RAILROAD MMISSION: No natural gas or casinghead gas,
including both associated and non-associated gas, produced from the
mineral estate subject to this lease may be sold or contracted for
sale to any person for ultimate use outside the State unless the
Railroad Commission of Texas, after notice and hearing as provided
in Title 3 of the N.R.C., finds that:

(a) the person, agency, or entity that executed the
lease in question does not require the natural gas or casinghead
gas to meet its own existing needs for fuel;

(b) no private or public hospital, nursing home, or
other similar health-care facility in this state requires the
natural gas or casinghead gas to meet its existing needs for fuel;

(c) no public or private school in this state that
provides elementary, secondary, or higher education requires the
natural gas or casinghead gas to meet its existing needs for fuel;

(d) no facility of the State or of any county,
municipality, or other political subdivision in this state requires
the natural gas or casinghead gas to meet its existing needs for
fuel;

(e) no producer of food and fiber requires the natural
gas or casinghead gas necessary to meet the existing needs of
irrigation pumps and other machinery directly related to this
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production; and

" (f) no person who resides in this state and who relies
on natural gas or casinghead gas to provide in whole or part his
existing needs for fuel or raw material requires the natural gas or
casinghead gas to meet those needs; provided, however, after notice
and hearing as provided in Title 3 of the N.R.C., the Railroad
. Commission of Texas may grant exceptions to these provisions of
Subchapter H of Chapter 52 of the N.R.C. if it finds and determines
that enforcement of such provisions:

(1) would cause physical waste as defined in Title
3 of the N.R.C.; or

(2) would unreasonably deny to the Lessee an
opportunity to produce economically hydrocarbons from the land
subject to this lease.

IN TESTIMONY WHEREOF, witness the signature of the Commissioner of
the General Land Office, under the seal of the General Land Office,
effective as of January 4, 199%4. (rx

T Puns

-

GARRY MAURO
COMMISSIONER OF THE|{GENERAL LAND OFFICE
OF THE STATE OF TE

Approved:
Energy: K#

Legal (Form) :
Executive:




Sterling County
Glasscock County
CSJ 405-2-3

CSJ 405-1-1

S.H. 158

No. 429R

- Exhibit"A"
Being 9.891 acres of land, more or less, situatedin the T. and P. R.R. Co. Survey, Block 32,

Township 5 - South, Sections 1 and 2 of Sterling and Glasscock Counties, Texas. Said 9.891
acres being a portion of the same land conveyed to the State in the following listed Deeds:

GRANTOR VOLUME PAGE COUNTY
J. L. Glass, et ux : 36 288 Sterling
J. L. Glass, et ux 52 23 Glasscock
BankersLife Company 52 25 Glasscock

Said 9.891 acresbeing a strip of land 120.00 feetin width, 60.00 on eitherside of the highway
centerlinewhich is more particularlydescribedas follows, to wit;

Beginning at a point on the centerlineof S.H. 158 at Engineer’s Centerline Station Number
718+23.70. Said pointbeing locatedon a 01° 00’ curve to the left. Said pointalso beingin
Glasscock County.

Thence, along the said centerline, aroundsaid curve, a distance of 200.00 feet to a point of
intersectionwith the Glasscock- Sterling County Line at Engineer’s CenterlineStationNumber
720+23.70 = Glasscock County and 786+90.50 Sterling County and continuingon for a total
distance of 781.20 feet to the P.C. of said curve at Engineer’s Centerline Station Number
781+ 09.30 in Sterling County;

Thence N 88° 04’ 00" E along the centerlineof S.H. 158, a distanceof 2,809.30 feettoa point
being the end of the centerlineherein described. Said point being at Engineer’s Centerline
StationNumber 753 +00.00.

The above described tract of land contains 9.891 acres and being as indicated on the official
right of way map which is on file with the Texas Departmentof Transportatiomand identified
under Control Numbers 405-1-1 in Glasscock County, and 405-2-3 in Sterling County.
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GENERAL LAND OFFICE

GARRY MAURO
COMMISSIONER MEMORANDUM

DATE: October 27, 1993

TO: School Land Board
FROM: Robert Hatter / Energy Resources

SUBIJECT: Application To Lease Right-of-Way

APPLICANT: J. W. Lacy, Jr.

Q341
REFERENCE: Being ##= acres, more or less, of State Highway 158 situated in the T. &
P. RR. Co. Svy,, Secs. 1 and 2, Blk. 32, T. 5-S, Sterling County, Texas
.

G\ASSCOO{ Q.

The following terms were provide for in the adjacent leases:

High Low
Bonus/Acre: $100.00 $ 10.00
Royalty: 1/5 1/8
Delay Rental: Paid-up None
Primary Term: 3 year 10 year

The application has been reviewed by the Lease Administration Department and approved
by the Department of Transportation. Subchapter F, Chapter 32 of the Texas Natural
Resources Code requires the approval of the application to the lease with the following
terms:

Bonus/Acre: $100.00 per acre ng‘.o ve )
Royalty: 1/5 royalty 1\!(.?,4)}_’?‘_:_;‘_;% (.23"‘“0 ms—q?-;:
Delay Rental: Paid-up ~wue :f«D

Primary Term: 3 year <

J. W. Lacy, Jr. holds the mineral interest in the leases adjoining the above referenced right-
of-way. Therefore, the applicant is entitled to a lease of the entire 1826 acres. The
applicant has submitted a title opinion showing that the state owns the entire mineral estate
in the right-of-way and has submitted all other pertinent information required by the School
Land Board rules.




Texas Department of Transportation

P.O. BOX 5075 » AUSTIN, TEXAS 78763-5075 = (512) 416-2901
October 25, 1993

Contact: ROW
Mr. Garry Mauro
Commissioner
General Land Office
Petroleum and Mineral Division
1700 North Congress Avenue
Austin, Texas

Dear Commissioner Mauro:
We have reviewed the proposed oil and gas lease applications and the following request for

preferential leases are considered sufficiently documented to be presented to the Public
School Land Board for approval:

Primary Delay
County Nominator Bonus Royalty Term Rental
Frio Union Pacific  $150.00 1/4 2 Years $25.00
Resources Co.
Sterling J.W. Lacy, Jr ~ $100.00 1/5 3 Years None
Jackson Alyana Energy, $200.00 1/4 2 Years $20.00
Corp.
Lee Arrow Explor-  $100.00 1/5 2 Years None

ation Company

Attached is one copy each of the field notes and sketch for the proposed leases. If
additional information is needed, please contact Jimmy Perry at (512) 416-2874.

Sincerely,

- ) /

é',;ra(:z-ﬁ\f-lmul{’/ A
Gary Tif'fﬂt‘lh_\'. PE. k_j\
Director of Right of Way

An Equal Opportunity Employer




Sterling County
Glasscock County
CSJ 405-2-3

CSJ 405-1-1

S.H. 158

No. 429R

- Exhibit "A"
Being 9.891 acres of land, more or less, situatedin the T. andP. R.R, Co. Survey, Block 32,

Township § - South, Sections 1 and 2 of Sterling and Glasscock Counties, Texas. Said 9.891
acres being a portionof the same land conveyed to the Statein the following listed Deeds:

GRANTOR VOLUME PAGE COUNTY
J. L. Glass, et ux 36 288 Sterling
J. L. Glass, et ux 52 23 Glasscock
Bankers Life Company 52 25 Glasscock

Said 9.891 acres being a strip of land 120.00 feetin width, 60.00 on eitherside of the highway
centerlinewhich is more particularlydescribedas follows, to wit;

Beginning at a point on the centerlineof S.H. 158 at Engineer’s Centerline Station Number
718+23.70. Said pointbeinglocatedon a 01° 00’ curve to the left. Said pointalso being in
Glasscock County.

Thence, along the said centerline, aroundsaid curve, a distance of 200.00 feet to a point of
intersectionwith the Glasscock- Sterling County Line at Engineer’s CenterlineStationNumber
72042370 = Glasscock County and 786+ 90.50 Sterling County and continuingon for a total
distance of 781.20 feet to the P.C. of said curve at Engineer’s Centerline Station Number
781+09.30 in Sterling County;

ThenceN 88° 04* 00" E along the centerlineof S.H. 158, a distanceof 2,809.30 feetto a point
being the end of the centerline herein described. Said point being at Engineer’s Centerline
Station Number 753+ 00.00,

The above described tract of land contains 9.891 acres and being as indicated on the official
right of way map which is on file with the Texas Departmentof Transportationand identified

under Control Numbers 405-1-1 in Glasscock County, and 405-2-3 in Sterling County.
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J.W. LACY, JR.

OIL & GAS PRODUCER

1 .
August 18, 1993 | (/

Mr. Robert Hatter

Texas General Land Office o
1700 North Congress AVenue

Austin, TX 78701

re: Right of Way Lease Proposal
SW/4 of Section 1, SE/4 of Section 2, Block 32, T5S, T&P RR
Glasscock and Sterling Counties, Texas

~

\n

Dear Mr. Hatter: \‘\ /( @ 93076238
I do hereby propose to lease that portion of the Highway 158 right-
of-way under the above described lands located outside of the 2500
production radius requirement. The terms of this proposal are

$100.00 per acre for a 3 year paid up 1/5 royalty lease.

Transmitted herewith are those items required under the Highway
Lease Application check list. Since I am the sole adjacent mineral
owner I waive my right of statutory notice. I look forward to your
reply. '

Sincerely,

P.O. BOX 3266 MIDLAND, TEXAS 79702 (915) 683-5542






J.W. LACY, JR.

OIL & GAS PRODUCER

September 10, 1993

Texas General Land Office
Stephen F. Austin Bldg.
1700 North Congress Av.
Austin, Tx. 78701-1495
Attn: Drew Reid

Re: Letter dated Sept. 9, 1993 \
9.8 ac. Hwy 158 ROW Lease . oD
Sec. 1&2, Blk. 32, T-5-S / Cj S’O 94002700
Glasscock & Sterling Co., Tx //

Dear Mr. Reid,

s o0 I have enclosed a check for $ 980.00 per your request to

HE cover the bonus money under the subject lease. Upon final

yu— approval by the OGSchool Land Board, the total amount may

e ® increase or decrease.

53':- If you have any questions feel free to call at 915-683-5542.
Thanks .

s s /,76
/3l.
Encl.

P.O. BOX 3266 MIDLAND, TEXAS 79702 915 « 683 « 5542
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AFFIDAVIT OF PRODUCTION
STATE OF TEXAS

COUNTY OF STERLING AND GLASSCOCK

KNOW ALL MEN BY THESE PRESENTS:

BEFORE ME, the undersigned, a Notary Public in and for the
State of Texas, on this day personally appeared Maner B. Shaw, to
me well known to be a credible person, and who after being by me
duly sworn, on his oath did state:

That I, Maner B. Shaw, am a resident of Midland County, Texas
and have familiarized myself with the production history of those
wells located on the following described tracts of land through
examining scout tickets, maps, and the Railroad Commission’s
production records:

All of Section 1 and All of Section 2, Block 32, Township
5 South, T&P RR co. Survey, Sterling and Glasscock
Counties, Texas.

That as of January 1, 1985 it appears, through examining the
above referenced records, that there was no well capable of
producing in paying quantities within a 2500’ radius of that
portion of the right of way for Highway 158 which passes through
the SE/4 of Section 2. That the L.E. Foster Glass #1 well, which
is located 2173’ FSL and 1840 FEL of Section 1, was producing in
paying quantities as of January 1, 1985 and would represent the
closest well located within a 2500’ radius of that portion of the
Highway 158 right of way which passes through the SW/4 of Section
1 That it would appear that approximately 2.5 acres of that
portion of the right of way which passes through the SW/4 of
Section 1 would lie outside of a 2,500’ radius of any well capable
of producing in paying quantities as of January 1, 1985.

Further Affiant sayeth not.

/V T/WM/\_(

Maner B. Shaw

Subscribed and sworn to before me this /&s# day of
AegesT ,1993.

c "(_",,‘ / < "f , ) w4 Py

ELIZABETH M. CARROLL ,[zﬂudz/ 4 / tandll
NOTARY PUBLIC otary Public in and for the

STATE OF TEXAS tate of Texas

My Commission Exp}

/0 =30~9¢

State of Texas s .

This instrument was acknowledged before me on the /fﬁy day of

UG L =T , 1993 by Maner B. Shaw.
My Commission EXf N EL'LZABETHM_ CARROLL %M ﬁ? W
/JO0-30- 9 OTARY PUBLIC N ry Public in and for the
STATE 0
My C F TExas State of Texas
Y Comm Exp 10-30 95







AFFIDAVIT OF CONSIDERATION
STATE OF TEXAS

COUNTY OF STERLING AND GLASSCOCK

KNOW ALL MEN BY THESE PRESENTS:

BEFORE ME, the undersigned, a Notary Public in and for the
State of Texas, on this day personally appeared Maner B. Shaw, to
me well known to be a credible person, and who after being by me
duly sworn, on his oath did state:

That I, Maner B. Shaw, am a resident of Midland County, Texas
and am familiar with the following described leases:

Lease 1: That certain 0il and Gas Lease dated June 11,
1993 between David Lawrence Glass, et al, as Lessor, and
J.W. Lacy, Jr., as Lessee, recorded in Volume 168, Page
117 of the Deed Records of Sterling County, Texas,
covering the West Half of the Southeast Quarter of
Section 1, Block 32, Township 5 South, T&P RR Co. Survey,
Sterling County, Texas as to all rights below a depth of
3,000 feet from the surface; and the Southeast Quarter of
Section 2, Block 32, Township 5 South, T&P RR Co. Survey,
Sterling and Glasscock Counties, Texas, Save and Except
7.3 acres, more or less, conveyed by J.L. Glass and wife,
Mattie Glass to the State of Texas on August 12, 1942,
recorded in Volume 36, Page 288 of the Deed Records of
Sterling County, Texas.

Lease 2: That certain 0il, Gas and Mineral Lease dated
January 31, 1961 between James D. Glass, one and the same
person as David Glass, and his wife Willie Glass, as
Lessor, and Jones & Lyons, as Lessee, recorded in Volume
69, Page 293, covering the W/2 of Section 1, Block 32,
Township 5 South, T&P RR Co. Survey,

That the bonus paid by J.W. Lacy, Jr. for Lease 1 was $100.00 per

acre for a 3 year paid-up, 1/5 royalty lease. That the bonus paid
by Jones & Lyons for Lease 2 is unknown.

/ //’UL»M

Maner B. Shaw

Further Affiant sayeth not.

Subscribed and sworn to before me this /&7# day of

Aest ,1993, |
) CARROLL ‘ e/ :
qwsenn o\ &7 et /1) e/

My Commission Ex NOTAR
0 —30-9¢ OF TEXAS —WNot Public in and for the
/ 3 STATE 10309° Btate of Texas

My Comm. EXP

State of Texas Lo

This instrument was acknowledged before me on the,ﬂé&x:day of
/ﬂt<£ﬁguj7' , 1993 by Maner B. Shaw.

ELIZABETH M. CARROLL - d ﬁ/ W

PUBLIC — w4
gﬁ&%ﬁgprngs Naotary Public in and for the

My Comm Exp 10-20.96 | State of Texas

My Commission Ex

ro=38 -9¢







BATES & CUNNINGHAM

Attorneys at Law
3100 North *‘A'’ Street
Buildirg B; Suite 125
Midland, Texas 79705
John P. Bates, Jr. (915) 686-9811 P.O. Box 50972
1. Michael Cunningham Midland, Texas 79710

Fax: (915) 686-9931
July 8, 1993

DRILLING TITLE OPINION - Covering the following described lands:

Tract 1: The West Half of the South East Quarter (W/2 SE/4) of
Section 1, Block 32, T-5-§, T&P Ry. Co. Survey,
Sterling County, Texas, covering all rights below a
depth of 3,000 feet subsurface.

Tract 2: The South East Quarter (SE/4) of Section 2, Block 32,
T-5-5, T&P Ry. Co. Survey, Sterling and Glasscock
Counties, Texas, SAVE AND EXCEPT 7.3 acres, more or
less, conveyed by J.L. Glass and wife, Mattie Glass,
to the State of Texas, by Deed dated August 12, 1942,
recorded in Volume 36, Page 288, Deed Records of
Sterling County, Texas.

Tract 3: The South West Quarter (SW/4) of Section 1, Block 32,
T-5-S, T&P Ry. Co. Survey, Sterling County, Texas,
save and except that portion of State Highway 158 as
more fully described in Deed dated 8/12/42, recorded
in Volume 36, Page 288, Deed Records of Sterling
County, Texas, which lies outside of a 2,500' radius
of any well capable of producing oll and/or gas as of
1/1/85, saild excepted acreage estimated to comprise
2.5 acres of land, more or less, leaving 162.05 acres
of land, more or less.

J. W. Lacy
P.0. Box 3266
Midland, Texas 79702

Gentlemen:
We have examined the following materials, to-wit:

1. Abstract of Title, No. 1392, prepared by the Durham
Abstract Company, covering all of Section 1 from sovereignty to
January 19, 1925 at 6:00 p.m.

2. Supplemental Abstract of Title, unnumbered, prepared
by the Durham Abstract Company, covering the captioned lands
from January 19, 1925 at 6:00 p.m. to March 14, 1938 at 6:00
p.m.

3. Supplemental Abstract of Title, unnumbered, prepared
by the Durham Abstract Company, covering Section 1 from March
14, 1938 at 6:00 p.m. to March 27, 1946 at 6:00 p.m.

4. Supplemental Abstract of Title, unnumbered, prepared
by the Durham Abstract Company, covering Section 1 from March
27, 1946 at 6:00 p.m, to May 11, 1948 at 6:00 p.m.

5. Supplemental Abstract of Title, unnumbered, prepared
by the Durham Abstract Company, covering Section 1 from March
14, 1938 at 6:00 p.m. to August 8, 1952 at 6:00 p.m.



6. Supplemental Abstract of Title, unnumbered, prepared
by the Durham Abstract Company, covering Section 1 from August
8, 1952 at 6:00 p.m. to February 6, 1958 at 6:00 p.m.

7. Supplemental Abstract of Title, unnumbered, prepared

by the Durham Abstract Company, covering Section 1 from February
6, 1958 at 6:00 p.m. to June 11, 1959 at 6:00 p.m.

8. Supplemental Abstract of Title, unnumbered, prepared
by the Durham Abstract Company, covering Section 1 from June 11,
1959 at 6:00 p.m. to February 13, 1961 at 6:00 p.m.

9. Supplemental Abstract of Title, unnumbered, prepared
by the Durham Abstract Company, covering Section 1 from February
13, 1961 at 6:00 p.m. to June 29, 1966 at 6:00 p.m.

10. Supplemental Abstract of Title, unnumbered, prepared
by the Durham Abstract Company, covering Section 1 from June 29,
1966 at 6:00 p.m. to April 29, 1974 at 6:00 p.m.

11. Supplemental Abstract of Title, unnumbered, prepared
by the Durham Abstract Company, covering Section 1 from April
29, 1974 at 6:00 p.m. to November 29, 1978 at 6:00 p.m.

12, Abstract of Title, unnumbered, prepared by Joe C.
Calverly, covering Section 2 from sovereignty to Jume 18, 1920
at 9:00 a.m. and to May 26, 1924 at 8:00 a.m.

13. Abstract of Title, unnumbered, prepared by the Durham
Abstract Company, covering Section 2 from sovereignty to Septem-
ber 23, 1924 at 6:00 p.m. '

14, Supplemental Abstract of Title, unnumbered, prepared
by the Durham Abstract Company, covering Section 2 from Septem-
ber 23, 1924 at 6:00 p.m. to March 14, 1938 at 6:00 p.m. )

15, Supplemental Abstract of Title, unnumbered, pfepared
by Joe C. Calverly, covering Section 2 from May 26, 1924 at 8:00
a.m. to April 17, 1928,

16. Supplemental Abstract of Title, unnumbered, prepared
by Joe C. Calverly, covering Section 2 from April 17, 1928 to
August 28, 1928.

17. Supplemental Abstract of Title, unnumbered, prepared
by the Durham Abstract Company, covering Section 2 from March
14, 1938 at 6:00 p.m. to March 27, 1946 at 6:00 p.m.

18. Supplemental Abstract of Title, No. 3218, prepared by
the Elliott & Waldron Abstract Company, covering all of Section
2 from August 28, 1928 at 7:00 a.m. to May 14, 1929 at 7:00
a.m., and from May 19, 1938 at 7:00 a.m. to March 22, 1946 at
7:00 a.m.

19. Supplemental Abstract of Title, unnumbered, prepared
by the Durham Abstract Company, covering Section 2 from March
27, 1946 at 6:00 p.m. to February 6, 1958 at 6:00 p.m.

20. Supplemental Abstract of Title, unnumbered, prepared
by the Durham Abstract Company, covering Section 2 from February
6, 1958 at 6:00 p.m. to August 29, 1960 at 6:00 p.m.

21. Supplemental Abstract of Title, unnumbered, prepared
by the Durham Abstract Company, covering Section 2 from August
29, 1960 at 6:00 p.m. to June 29, 1966 at 6:00 p.m,
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22, Supplemental Abstract of Title, unnumbered, prepared
by the Durham Abstract Company, covering Section 2 from June 29,
1966 at 6:00 p.m. to June 25, 1974 at 6:00 p.m.

23. Supplemental Abstract of Title, unnumbered, prepared
by the Durham Abstract Company, covering Section 2 from June 25,
1974 at 6:00 p.m. to September 6, 1976 at 6:00 p.m.

24, Abstractor's Run Sheet, prepared Elliott & Waldron
Abstract Company of Garden City, Texas, covering the SE/4 of
Section 2 from September 6, 1976 at 6:00 p.m. to June 7, 1993 at
7:00 a.m.

25. Applicable Deed Records, Deed of Trust Records, and
Release Records of Glasscock County, Texas.

26. Direct and Indirect Indices of Sterling County, Texas,
from November 29, 1978 to the last instrument shown of record on
July 7, 1993,

27. Applicable Deed Records, Deed of Trust Records, and
Release Records of Sterling County, Texas.

28. Copy of 0il and Gas Lease dated July , 1993, by and
between David Lawrence Glass, James Lynn Glass, Individually and
as Guardian of the Estate of Jamie Ruth Glass, James Wesley
Glass, Alice E. Glass, and Willene Glass Boger, as Lessors, and
J.W. Lacy, as Lessee,

29. Copy of correspondence from Conoco, Inc. to Maner Shaw
dated June 22, 1993, with attached Term Assignment.

Based upon our examination of the foregoing and subject to
the requirements and comments below, we find title to the
captioned lands to be vested as follows: '

SURFACE ESTATE

As to Tract 1 and Tract 3:

James David Glass and wife, Willie
Key Glass ....iviiteteesostonnrensoanonnseassnsnseenss veeees All

As to Tract 2:

David Lawrence Glass, Lynn Glass, .
and Willene G]—ass Boger 8 8 2 4 2 ¥ S8 B P S AN R R SN S S SE SEs e All

MINERAL ESTATE

Including Executive Rights, Delay Rentals, Bonus and Royalty

As to Tract 1:

David Lawrence Glass ...... s eressanteasaans Cereteseeaann . 1/3

James Lynn Glass ...... Cesesecsesrseearenocas crses e e 1/3

Willene Glass Boger .......oevvvun Ceeeeseansanns cesevsesss 1/3
Page 3
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As to Tract 2:

Larry Glass .....cceveernecnnesancnnanns tereseeat ettt 1/3

Willene Glass Boger ............. Chreersreese st eatrannas 1/3

Alice E. GlASS8 ..uvvvrarsrstossesstesannnsasonnnans ceverses 1/9

James W. Glass ....... S he e e e e e a et es ettt ea et aacananen 1/9

James Lynn Glass as Guardian of the Estate

of Jamie Ruth Glass .......co0venuue Ch st st st e et e 1/9

As to Tract 3:

James David Glass and wife, Willie

Key Glass llllllllllll - 8 8 & & B B & ¢ * PRSP E R SPETS RN S s e e All
OVERRIDING ROYALTY INTERESTS

As to Tract 3, only:

Conoco, INC. .iiveevveonesnsncncnnosensennesns all of 7.57 of 8/8%
OIL. AND GAS LEASEHOLD ESTATE

J.W- Lacy a # 9 4 5 8 88 R S F PSSR APPSR TS S U SN S S S S EE S A S SssES All?.:

(entitled to a 4/5 or 807 N.R.I.)
*NOTE : This 1is assuming that the examined 0il and Gas

Lease, which 1is unrecorded, as well as the
examined Term Assignment from Conoco, Inc., which
is unexecuted and unrecorded, are properly placed
of record 1in Sterling and Glasscock Counties,
Texas.

OIL AND GAS LEASES

See Exhibit "A" attached hereto and incorporated herein by
reference for our compulation of the 01l and Gas Leases covering
the captioned lands.

PATENT INFORMATION

All of Section 1 was patented to the Texas & Pacific Ry.
Co. by Patent dated June 10, 1884, recorded in Book 1, Page 431,
Patent Records of Tom Green County, Texas.

All of Section 2 was patented to J.L. Glass on February 16,
1929, as containing 640 acres of land, as recorded in Volume 2,
Page 371, Patent Records of Sterling County, Texas.

Page 4
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RIGHTS-OF-WAY

Renyon Pipeline Company owns several rights-of-way to
construct and maintain pipelines across the captioned lands.

Lantern Petroleum Company owns & pipeline right-of-way
across Section 1.

American Telephone and Telegraph Company owns a right-of-
way across Section 1 to construct and maintain telephone and
telegraph lines.

Phillips Petroleum Company owns a right-of-way across
Section 2 to construct and maintain an oil and/or gas pipeline.

American Telephone and Telegraph Company owns a right-of-

way across Section 2 to construct and maintain a communications
system or systems.

ENCUMBRANCES

None appear of record which would affect the mineral estate.

TAXES

Taxes due regarding that portion of Section 2 which are
located in Glasscock County, Texas, have been paid for 1979 thru
1993 by virtue of Tax Certificate dated June 4, 1993, by Royce
Pruitt, Tax Collector, for the State of Texas, County of Glass-
cock, Glasscock County Water District, Howard County CED, and
the Glasscock County Independent School District.

Other than the above, no materials have been submitted
regarding ad valorem taxes due on the captioned lands. You
should submit for our examination or otherwise satisfy your-
selves that all ad valorem taxes due on the captioned lands have
been paid for 1992 and all prior years and are not currently
delinquent for 1993. '

REQUIREMENTS
1.

t

Wit )
4.1 'P,l t
No materials have been submitted regarding ad valorem taxes
due regarding the captioned 1lands. You should obtain Tax
Certificates, or otherwise satisfy yourselves, that all ad
valorem taxes due regarding the captioned lands have been paid

for 1992 and all prior years and are not currently delinquent
for 1993.

2.

Several 0il and Gas Leases appear of record affecting the
captioned lands which have not been released, although all are
past their respective terms. You should otherwise satisfy
yourselves and obtain and submit a reliable Affidavit of Non-
Production and Non-Development stating facts sufficient to

Page 5
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reflect that the captioned lands have not produced oil, gas or
other minerals (with the obvious exception of the W/2 SE/4 of
Section 1 down to 3,000' subsurface), were not pooled or uni-
tized with other lands that produced such minerals and that all
such unreleased Leases of record have terminated by their own
terms, You should likewise satisfy yourselves that Lease No. 2
examined herein has been held by production sufficient and
continuous under the terms of the Lease to still be in . full
force and effect, said production apparently being obtained from
the NW/4 of Section 1,

3.

The materials examined do not indicate actual possession of
the captioned lands. Should a tenant occupy any portion of the
captioned lands, you should secure your usual Tenant's Consent
Agreement.

4,

Your attention 1s directed to the interest we have credited
James Lynn Glass as Temporary Guardian of the Estate of Jamie
Ruth Glass, who is also one of your Lessors under Lease No. 1.

We have examined the probate file, No. 297, in the County
Court of Glasscock County, Texas, regarding Jamie Ruth Glass, a
Minor, and the appointment of James Lynn Glass as a Temporary
Guardian. The Order appears to give James Lynn Glass, as
Guardian, the power to execute o0il and gas leases and is dated
May 28, 1993. A copy of said Order should be properly placed of
record in Sterling County, Texas.

A telephone consultation with Robert Herring, Attorney at
Law in Sterling City, Texas, who was the attorney who prepared
the temporary guardianship, has orally advised me that in his
opinion the appointment of the Temporary Guardian and subsequent
execution of the 0il and Gas Lease is proper, valid, and that
you are therefore protected and have obtained a valid Lease. 1In
the event of production, you should obtain a Ratification of the
0i1 and Gas Lease from Jamie Ruth Glass, who will turn 18 on
March 20, 1994, as well as consider having her execute the
Division Order directing payment.

3.

Your attention is directed to the interest we have credited
the Mineral Estate, as well as the Surface Estate, regarding the
captioned lands.

By instrument titled Right-of-Way Deed, dated August 12,
1942, recorded in Volume 36, Page 288, Deed Records of Sterling
County, Texas, J.L. Glass and wife, Mattie Glass, who owned,
among other lands, the captioned lands, executed a Deed that
appears to be a fee deed to the State of Texas, acting by and
through the State Highway Commission, covering a strip of 1land
125 feet wide, same strip of land being what is now known as
State Highway 158 and runs through parts of Section 1 and
Section 2. Portions of these lands outside of a 2,500 foot
radius of any well producing or capable of producing o0il and/or
gas on January 1, 1985 should be properly leased from the
General Land Office. We have estimated that this Deed and
subsequent ownership of the surface and mineral estate by the
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4.8

[N

State covers 7.3 acres in Tract No. 2 and 2.5 acres in Tract No.
3.

As we have discussed, these leases are offered for lease by
the Commissioner of the General Land Office of Texas and the
Board of Lease of the State Department of Highways of Public
Transportation, executed by the General Land Office, which you
are familiar with. Should you desire our further comments,
please advise. However, this acreage is unleased at this time.

%
6. P/';bf‘

Your attention is directed to the correspondence to Maner
Shaw from Conoco, Inc., dated June 22, 1993, to which is attach-
ed a form Term Assignment to be executed and delivered in favor
of J.W. Lacy, Jr. The Exhibit "A" attached thereto references
the State Highway 158 lands as being granted in Deed dated
August 12, 1992, Prior to execution, this should be amended to
read that the Deed was dated August 12, 1942,

7.

You have submitted certain materials regarding the estate
of Mattie Milburn Glass Grisby, being Cause No. 386 in the
County Court of Terrell County, Texas. Ms. Grisby died in
October of 1991 in Terrell County, Texas and left a written Will
which subsequently gave rise to a Mineral Distribution Deed and
a Surface Distribution Deed by her Executors on April 1, 1993,
These probate materials should be properly placed of record in
Sterling and Glasscock Counties, Texas.

Additionally, our determination regarding the ownership of
the 0il and Gas Leasehold Estate and Overriding Royalty Inter-
ests are based upon the execution and recording of the 0il and
Gas Lease No. 1 examined herein, as well as the Term Assignment
from Conoco, Inc. These materials should be properly executed
and recorded in Sterling and Glasscock Counties, Texas, and at
such time you should check to determine that no instruments have
been filed which would adversely affect title as reflected
herein.

COMMENTS
1.

The materials examined herein include an Abstractor's Run
Sheet prepared by the Elliott & Waldron Abstract Company of
Garden City, Texas, the accuracy and sufficiency of which you
must be willing to accept and our opinions as expressed herein
are qualified accordingly. Additionally, we have examined
several old Abstracts containing instruments that were briefed
by the Abstractor. Although briefed abstracts are generally
unacceptable for title examination purposes, these were in the
early chain of title, were matters that did not appear to affect
fee ownership, and subsequent instruments of record appear to
verify title as we have reflected herein.
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2.

The accreditation of interest in and to the captioned
property herein is limited to the oil and gas mineral estate.
Specifically excluded in this Opinion is a accreditation of
ownership in and to wuranium, coal, lignite and other hard
materials,

3.

First sales, if any, of natural gas produced from the
captioned property, either in interstate or intrastate commence,
may be subject to price regulation under the Natural Gas Policy
Act of 1978 ("NGPA") as administered by the Federal Energy
Regulatory Commission ("FERC"). 1In addition, if natural gas
produced from the captioned property already has been dedicated
to interstate commerce, and no certificate of - abandonment has
been issued, it may be subject to other non-pricing regulation
by the FERC under both the NGPA and the Natural Gas Act ("NGA").
Such non-pricing regulation in some cases would require con-
tinued commitment or dedication to interestate commerce and
natural gas produced from the captioned property, although the
natural gas production occurs under a different lease granted to
a different lessee.

This Opinion does not cover any matter pertaining to the
FERC's jurisdiction under the NGPA and the NGA. You are advised
that under the terms and provisions of the NGPA, in some cases
the seller of natural gas is required to take certain affirma-
tive action in order to obtain the most favorable first sales
category.

4.

We do not cover herein questions of boundary, excesses,
area, conflicts with adjacent tracts or surveys, rights of
persons, 1if any, in possession, unpaid bills for labor or
materials that may ripen into mechanic's or materialman's liens,
operator's liens not of record, statutory liens securing payment
of proceeds of production from the captioned property, the depth
or location of any well or wells, nor production in sufficient
quantities to maintain an o0il or gas lease in effect, enforce-
ment of regulations or orders by any governmental authority
having jurisdiction over the captioned land, capacity or compe-
tency of parties, fraud, delivery and alteration after delivery,
or any other matters not covered by the materials examined.

We assume that prior to commencing developmental operations
you will have the captioned land and any locations thereon
carefully surveyed by a certified surveyor or engineer.

This Opinion does not cover the question of potential
liability for environmental contamination caused by past spills,
leaks, operation or disposal of hazardous waste. State and
federal statutes may impose liability for such occurrences on
past, present and subsequent owners of real property, without
evidence of culpability or actual contribution to the contamina-
tion. Conducting a environmental audit prior to taking posses-

sion of the property may serve to limit or eliminate potential
liability.
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Materials examined are returned herewith.

JPBjr/pk
(01123)

Yours very truly,

BATES & CUNNINGHAM
P.0. Box 50972
Midland, Texas 79710
(915) 686-9811

Originel Signed By
JOHN P. CATES, JR.

By: JOHN P. BATES, Jr.
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EXHIBIT “A"

to that certain Drilling Title Opinion dated
July 8, 1993, to J.W, Lacy covering 3 Tracts
of land in Sterling and Glasscock Counties, Texas

Lease No. 1:

Dated:

Lessors:

Lessee:

Covers:

Primary Term:

Royalty:

Delay Rentals:

Recording Data:

Special Provisions:

July , 1993,

David Lawrence Glass; James Lynn
Glass, Individually and as Guard-
ian of the Estate of Jamie Ruth
Glass; James Wesley Glass; Alice
E. Glass; and Willene Glass Boger.

J. W. Lacy.

A full mineral interest in Tracts
1 and 2.

Three (3) years.

1/5 on o0il, gas and assoclated
hydrocarbons; shut-in royalties
payable as per the shut-in gas
clause of the lease,

None, this is a paid-up lease.

Unrecorded.

1. Simultaneously with the
execution of this Lease, the
parties have or will execute an
agreement providing for the

payment of surface damages for
operations performed thereunder,
being a Road Use and Surface
Damage Agreement, which is attach-
ed to the Lease.

2, The Lease provides several
provisions providing for gates,
fences, the fencing of wellheads,
and other matters which should be
closely noted by you.

3. The Lease provides for the
payment of interest if royalty is
not pald within 3 months after
production is sold.

4, The Lease provides for a
continuous drilling obligation of
120 days between the completion of
one well as a producer or the
abandonment of it as a dry hole of
a preceding well and the commence-
ment of operations for the drill-
ing of the next well at the end of
the primary term.



Lease No. 2:

Dated:

Lessors:

Lessee:

Covers:
Primary Term:

Royalty:

Delay Rentals:

Assignment:

Term Assignment:

(0IL23)

5. This Lease contains numerous
provisions not found in a "stan-
dard" oil and gas lease form, all
of which should be closely noted
by you and complied with.

January 31, 1961,

James D. Glass and wife, Willie
Glass.

Jones & Lyons.

The W/2 of Section 1, Block 32,
T-5-5, Sterling County, Texas.

Ten (10) years.

1/8 on oil, gas and associated
hydrocarbons; shut-in royalties
payable as per the shut-in gas
clause of the lease,.

No longer applicable.

This Lease was assigned to Conti-
nental 011 Company on February 6,
1961, as recorded in Volume 69,
Page 551, Deed Records of Sterling
County, Texas.

Continental O0il Company assigned
the Lease to Lynn E. Foster by
Assignment dated April 7, 1964, as
recorded in Volume 77, Page 178,
Deed Records of Sterling County,
Texas, and contained depth limita-
tions and reassignment provisions.

"L, E. Foster reassigned the SW/4

of Section 1 to Continental Oil
Company, pursuant to reassignment
obligations, by Assignment dated
February 10, 1965, as recorded in
Volume 79, Page 314, Deed Records
of Sterling County, Texas.

We have been submitted an unex-
ecuted and unrecorded Term Assign-
ment from Conoco, Inc. to J.W,.
Lacy covering Tract No. 3 and this
Lease. Therein Conoco, Inc.
regserves a difference, as an
overriding royalty, between 207
and any lease burdens of 8/8, has
provisions regarding insurance,
operations, notices, and other
materials of which you are famil-
iar and should be closely noted by
you and complied with.
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RIGHT OF WAY DEED

J. L. Oless and wife to The State of Texna
|
State of Texas ) '
) |
| County of Sterling ) Know All Men By These Presents:

Thet we, J. L. Glass end wife, Mattie Glass, of the County of Sterling, State of ‘
Texas, for and in consideration of the sum of Three Hundred Twenty-Six & No/100 |

| ($326.00) Dollars, to us in hand pald by the State of Texas, acting by and through

——n

| the State Highwey Commission, receipt of which 1s hereby acknowledged, have this day

sold, and do by these presents grant, bargain, sell and convey unto the State of Texas,

all that certain tract or parcel of land, situated in the County of Sterling, State of

Texas, and being a part of T. & P. Ry. Co., Block 32, Township 5-South, Section 1,
conveyed by W. C. Hall to J. L. OGlass by deed dated the 25th day of May, 1899 end
recorded in Vol. 3, Page 253 of the Deed Records of Sterling County, Taxas; and being
a part of T. & P. Ry. Co., Block 32, Township 5-South, Section 2, under his sppllcation
filed with the Genersl Land Office on the 24th day of February, 1896 and patented to |

him the 16th day of February, 1929 by Pat. 91, Vol. 42-A; sald tract or parcel of land

|
herein conveyed being more particularly described as follows, to-wilt:
Being a strip of land 120 feet wide, 60 feet at right angles each side of the
located center line of State Highway No. 158 from Station 720462 to Statlion 786/90.5
excepting therefrom that strip of land approximately 60 feet wide which 1s now e part

of the right of way of the present travelled road.
The located center line of State Highway No. 158 is described as follows:

Beginning at a point where the located center line of State Hirhway No. 158

intersects the east line of T. & P. Ry. Co., Block 32, Township 5-South, Section 1;

Thence South 81 deg. 46 min. West 1754.8 feet to the beglnning of a 1 deg. curve

to the right whose radius 1s 5730 feet and whose central anzle 1= 6 deg. 18 min.; |
Thence around said 1 deg. curve to the right a distance of 630 feet to its end;

Thence South B8 deg. 04 min. West 3662,5 feet to the beginning of a 1 deg. curve

to the right whose radius 1s 5730 feet and whose central angle 1s 14 dep. 43 min.;

Thence around sald 1 deg. curve to the right a distance of 58l1.2 feet to a point
where the located center line of State Highway No. 158 Intersects the Sterlinpg-Glasscock
County Line, said point being Station 786/90.5 and beilng 1429.3 feet North of the 20

mile stone on the Sterling-Glasscock County Line.

The tract of land herein conveyed contalfs 13.04 ac .

It 1s the intention of this deed together with other tracts of land to provide an |

unobstructed right of way 120 feet in width, 60 feet at right engles each side of the

located center line, for State Highway No. 158.

Reference 1s hereby made to the Right of Way Map of State Highway No. 158 recorded




i)

I

in the Deed Records of Sterling County, Texas.

To Hsve and To Hold the above described premises, togather with all snd singuler,
the rights and sppurtenances thereto in eny wlse belonging, unto the seld Stete of Texas

and 1ts eassigns.

And we, the sald J. L. Glasa and wife, Mattie Glass, do hereby bind ourselves, our
helrs, executors, esnd sdministrators, to warrant and forever defend sll and singular,
the =ald premises, unto the said State of Texas, and its asslgns, egalnst every person

whomsoever lawfully clalming or to clelm the ssme or any part thareof.

And 1t is further asgreed that wa, the said grantors, 1n conszlderation of the bene-
fits above set out, will remove from the property sbove described such fences, bulldings

and other obstructions as mey be found upon seld premises.

Witness our hends this the 12th day of Auguat, A. D. 1942,

J. L, Glass
¥attle Glsass

The State of Texas )

County of S8tarling ; Before me, the undersigned authority, in ond for sald
County and State, on this day personslly sppeared J. L. Glass, known to me to be the
person whose neme is subseribed to the foregoing instrument, snd scknowl edred to me that
he executed the same for the purposes and consideration thereln expressed.

Given under my hand and seal of office, this the 12 dsy of August, 1942.

{Seal) Prebble Durham, County Clerk 1n

and for Sterling County, Texas

The State of Texas }

County of Sterling ; Before me, the undersigned authority, &n and for =ald
County snd State, on this dey personally sppesred Mattle Glass, wife of J. L. Cless,
¥nown to me to be the person whose name 1s subscribed to the foregoing instrument, and
having been exsmined by me privily end epart from her husband, snd havins the ssma fully
erplained to her, she, the said Mattle Glass, acknowledred such instrument to be her
act snd deed, end declered that she had willingly signed the same for the purposes end
consideration thereln expressed, snd that she dld not wlsh to retrsct it.

Glven under my hand and seal of office, this the 12th day of Aupust, 1942,

{Seal) Prebble Durhem, County Clerk in

and for Sterling County, Texas

Filed for record on the 12 day of Nay, A. D. 1943 at 8 o'clock, A. M.

Recorded on this the 13 day of May, A, D. 1943 at 11 o'clock, A. M.

A

{ k;;,n.a-#-ihz r§u,¢¢,;l%14,o1ﬂjf

COUNTY CLERK, STERLIKG CCUNTY, TEXAS

i
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A5314 PAID UP
OIL AND GAS LEASE

THIS AGREEMENT made this ]]1th day of _ June , 1993 between
DAVID LAWRENCE GLASS, JAMES LYNN GLASS individually and as Guardian
of the Estate of JAMIE RUTH GLASS, JAMES WESLEY GLASS, ALICE E.
GLASS and WILLENE GLAS? BOGER, herein called Lessor (whether one or
more), and J.W. LACY/"whose address is P.O. Box 3266, Midland,
Texas 79702, Lessee:

1. Lessor, in consideration of the sum of TEN AND 00/100
DOLLARS ($10.00) in hand paid, receipt of which is hereby
acknowledged, the royalties herein provided, and of the agreements
of the Lessee herein contained, hereby grants, leases and lets
exclusively unto Lessee for the purpose of investigating,
exploring, prospecting, drilling, mining and operating for and
producing oil, gas and all other minerals, laying pipe line,
storing oil, building tanks, and other structures and things
thereon to produce, process, store and transport said minerals and
other products manufactured therefrom, the following described land
in Sterling County and Glasscock County, Texas, to-wit:

TRACT ONE;
The west half of the SE/4 of Section 1, Block 32, Township 5
South, as to all rights below a depth of 3,000 feet from the
surface, containing 82.28 acres, more or less.

TRACT TWO;
The SE/4 of Section 2, Block 32, Township 5 South, T&P Ry. Co.
Survey, containing 163.57, more or less, Save and Except Ted
acres, more or less, conveyed by J. L. Glass and wife, Mattie
Glass to the State of Texas on August 12, 1942 as described in
that certain Right of Way Deed recorded in Vol. 36, Page 288
of the Deed Records of Sterling County, Texas.

Each tract is deemed to comprise the number of acres described
above, whether they actually comprise more or less.

Notwithstanding anything to the contrary, this is a lease for
0il and gas only, and no other mineral. For the purposes of this
lease, "oil and gas" shall be deemed to include o0il, gas,
casinghead gas, and byproducts thereof, other hydrocarbons, sulfur
and other substances that are products necessary with and
incidental to the production of o0il or gas from wells on the leased
premises. This lease does not include the right and privilege of
Lessee to erect and maintain refining facilities or any other
extraction or treating facilities not directly related to the
production, treatment, and recovery of oil and gas from this lease
only, and all such facilities shall be only those necessary for

production, treatment, and recovery of such oil and gas from this
lease.
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2. Subject to the other provisions herein contained, this
lease shall remain in force for a term of three (3) years from this
date (called "primary term"), and as long thereafter as oil, gas,
or other mineral is produced in paying quantities from said land or
in the event pooling is permitted, land with which said land is
pooled hereunder, or as long as this lease is continued in effect
as otherwise herein provided.

3. This lease is a paid up lease and shall continue in full
force and effect for the entire primary term, regardless of whether
operations are conducted or ceased, or production is obtained or
ceases during the primary term.

4. The royalties to be paid by lessee are:

(a) On oil, and on other liquid hydrocarbons saved at
the well, 1/5th of that produced and saved from said land, same to
be delivered at the wells or to the credit of Lessor in the pipe
line to which the wells may be connected;

(b) On gas, including casinghead gas and all gaseous
substances, produced from said land and sold or used off the
premises or in the manufacture of gasoline or other products
therefrom, the market value at the mouth of the well of 1/5th of
the gas so sold or used, provided that on gas sold at the wells the
royalty shall be 1/5th of the amount realized from such sale;

(c) On all other minerals mined and marketed, 1/5th
either in kind or value at the well or mine, at Lessee’s election;
and

(d) At any time, after the expiration of the primary
term of this lease, if there is a gas well or wells on the above
land (and for the purposes of this clause (d) the term "gas well"
shall include wells capable of producing natural gas, condensate,
distillate or any gaseous substance and wells classified as gas
wells by any governmental authority) and all such well or wells are
shut in before or after production therefrom, this lease shall
continue in force for a period of either: (1) ninety (90) days
from the date such well or wells are shut-in; (2) ninety (90) days
from the effective date for inclusion of said land or a portion
thereof within a unit on which is located a shut-in gas well; or
(3) ninety (90) days from the date this lease ceases to be
otherwise maintained as provided herein, whichever is the later
date, and before the expiration of any such period Lessee or any
assignee hereunder may pay or tender an advance annual royalty of
one ($100) dollar per acre for the acreage then held under this
lease by the party making such payment or tender to the owners of
royalty hereunder or to their credit in THE FIRST NATIONAL BANK OF
STERLING CITY, Sterling City, Texas. If such payment or tender is
made, this lease shall continue in force and it shall be considered
that gas is being produced form said land in paying quantities
within the meaning of Paragraph 2 hereof for one (1) year from the
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date of such payment, and in like manner subsequent advance annual
royalty payments may be made or tendered and this lease shall
continue in force and it will be considered that gas is being
produced from said land in paying quantities within the meaning of
said Paragraph 2 during any annual period for which such royalty is
so paid or tendered. Notwithstanding anything herein to the
contrary however, Lessee may not pay a shut-in royalty in order to
maintain this lease in force for a period or periods of more than
two consecutive years.

The payment or tender of advance annual royalty may be made by
check or draft of Lessee, mailed or delivered to said bank or
royalty owner or owners if more than one, on or before the due
date, and the payment or tender will be deemed made when the check
or draft is so delivered or mailed. THE FIRST NATIONAL BANK OF
STERLING CITY, Sterling City, Texas, or any successor thereof,
shall continue to be the agent for the Lessor and Lessor’s heirs,
representatives, successors and assigns; if such bank (or any
successor bank) shall fail, liquidate, or be succeeded by another
bank, or for any reason fail or refuse to accept royalty, Lessee
shall not be held in default until thirty (30) days after Lessor
shall deliver to Lessee a recordable instrument making provision
for another method of payment or tender. If Lessee shall, on or
before the advance annual royalty payment date, make a bona fide
attempt to pay or deposit an advance annual royalty payment to a
royalty owner entitled thereto under this lease according to
Lessee’s records at the time of such payment, and if such payment
or deposit shall be erroneous in any regard, Lessee shall be
obligated to pay to such royalty owner the advance annual royalty
payment properly payable for the period involved, but this lease
shall be maintained in the same manner as if such erroneous payment
or deposit had been properly made, provided that Lessee shall
correct such erroneous payment within thirty (30) days following
receipt by Lessee of written notice from such royalty owner of the
error accompanied by any documents and other evidence necessary to
enable Lessee to make proper payment.

5. 1f, prior to discovery of oil, gas, or other minerals on
said land, Lessee should drill and abandon a dry hole or holes
thereon, or if, after discovery of oil, gas, or other minerals, the
production thereof should cease from any cause, this lease shall
not terminate if Lessee commences reworking or additional drilling
operations on the same well or another well within sixty (60) days
thereafter. If, at the expiration of the primary term, oil, gas,
or other mineral is not being produced on said land but Lessee is
then engaged in operations for drilling, mining, or reworking of
any well or mine thereon, this lease shall remain in force so long
as drilling, mining, or reworking operations are prosecuted
(whether on the same or different wells) with no cessation of more
than sixty (60) consecutive days, and if they result in production,
so long thereafter as oil, gas, or other minerals are produced from
sid land.




6. Lessee shall have free use of oil, gas and water from
said land, except water from Lessor’s wells and tanks, for all
operations hereunder and the royalty shall be computed after
deducting any so used. In the event a well or wells producing oil
or gas in paying quantities should be brought in on adjacent land
and draining the leased premises, Lessee agrees to drill such
offset wells as a reasonably prudent operator would drill under the
same or similar circumstances.

i The rights of either party hereunder may be assigned in
whole or in part and the provisions hereof shall extend to the
heirs, executors, administrators, successors, and assigns, but no
change or division in ownership of the land, or royalties, however
accomplished, shall operate to enlarge the obligations or diminish
the rights of Lessee. No such change or division in the ownership
of the land, or royalties shall be binding upon Lessee for any
purpose until such person acquiring any interest has furnished
Lessee with the instrument or instruments or certified copies
thereof, constituting his chain of title from the original Lessor.
In the event of an assignment of this lease as to a segregated
portion of said land, the royalties payable hereunder shall be
apportioned as between the several leasehold owners ratably
according to the surface area of each, and default in royalty
payment by one shall not affect the rights of other leasehold
owners hereunder. If Lessee assigns this lease, in whole or in
part, (1) assignee must assume all of Lessee’s obligations
hereunder, and (2) the assignment shall not relieve Lessee from (a)
any of Lessee’s obligations occurring prior to the date of the
assignment, or (b) any cause of action for damages arising from
Lessee’s acts or omissions prior to the date of the assignment.
Lessee hereby agrees to furnish Lessor with copies of assignments
which convey operations under this lease.

- Lessee shall not be liable for delays or defaults in its
performance of any agreement or covenant hereunder due to force
majeure. The term "force majeure" as employed herein shall mean:
any act of God including but not limited to storms, floods,
washouts, landslides, and lightning; acts of the public enemy;
wars, blockades, insurrections or riots; strikes or lockouts;
epidemics or quarantine regulations; laws, acts, orders or requests
of federal, state, municipal or other governments or governmental
officers or agents under color of authority; freight embargoes or
failures; exhaustion or unavailability or delays in delivery of any
product, labor, service, or material. If Lessee is required,
ordered or directed by any federal, state or municipal law,
executive order, rule, regulation or request enacted or promulgated
under color of authority to cease drilling operations, reworking
operations or producing operations, then until such time as such
law, order, rule, regulation, request or force majeure is
terminated and for a period of ninety (90) days after such
termination each and every provision of this lease that might
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operate to terminate it or the estate conveyed by it shall continue
in full force. If any period of suspension occurs during the
primary term, the time thereof shall be added to such term.

9. Lessor agrees that Lessee, at its option, may discharge
any tax, mortgage, or other lien upon said land, and in the event
Lessee does so, it shall be subrogated to such lien with the right
to enforce same and apply royalties accruing hereunder toward
satisfying same. If Lessor owns an interest in said land less than
the entire fee simple estate, then the royalties to be paid Lessor
shall be reduced proportionately; should anyone or more of the
parties named above as Lessors fail to execute this lease, it shall
nevertheless be binding upon the party or parties executing the
same.

10. Lessee, or its successors and assigns, shall have the
right at any time to surrender this lease, in whole or in part, to
Lessor or his heirs and assigns by delivering or mailing a release
thereof to the Lessor, or by placing a release thereof of record in
the county in which said land is situated; thereafter the shut in
royalties payable hereunder shall be reduced in the proportion that
the acreage covered hereby is reduced by said release or releases.

11. Notwithstanding anything herein contained to the
contrary, it is here now agreed:

(a) Simultaneously with the execution of this lease, the
parties have executed an agreement providing for payment
of damages for operations performed by Lessee hereunder.

(b) Neither Lessee nor his employees, contractors, suppliers
and agents shall bring any firearms on the leased
premises.

(c) In absence of an agreement of Lessor to the contrary, all
flow lines and pipelines placed by Lessee on the leased
premises shall follow the roads used by lessee, when
practical.

(d) Lessee shall consult with Lessor regarding location of
all roads used by him, understanding that Lessor will be
reasonable and practicable as to the location of any and
all roads used by Lessee. Lessee further agrees to
periodically water roads during periods of high
concentration of motor vehicle traffic so as to prevent
excessive dust and erosion on said roadway. All roads
used by Lessee shall be and remain private roads for all
purposes. At any point where Lessee enters the premises,
Lessee shall construct a gate with cattleguards. The
cattleqguards will be a minimum of 14 feet wide and will
be at least nine feet across. The cattleqguards will be
set off the ground two feet and will have a swing gate
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across the cattleguard that must be kept closed at all
times. When Lessee is not on the premises, the swing
gate must be kept locked. The perimeter gates and fences
constructed by Lessee including andy swing gates across
cattlequards, will be of # four or # six gage wire mesh
panel fencing, or the same fencing material that is
immediately adjacent to the newly constructed gates or
fence, so as to prevent dogs or coyotes from crossing.
Gates and fences must be braced with a minimum of four
inch pipe buried four feet deep into the ground and with
concrete poured around the base, and all brace posts must
be with four inch pipe buried four feet deep into the
ground with concrete poured around its base. Braces must
be no more than nine feet apart and the H brace between
fence posts must be two inch pipe or larger. Upon
termination of this lease, all cattleguards, fences and
other improvements remain the property of the Lessor and
remain on the premises.

(e) Lessee shall fence all producing wellheads, including
pumpjacks, and slush pits or other pits which the Lessee
may create, or cause to be located on such land,so that
fluids or damaging substances shall be wholly unavailable
to livestock. The fence shall be mesh wire with two
barbed strands.

(f) That portion of the drill site that will not be retained
for producing operations shall be cleaned and leveled by
the Lessee as soon as reasonably possible after the
completion of each well and in such a manner that the
land will be returned to its former condition as nearly
as possible under the circumstances. Lessee further
agrees that all slush pits shall be filled and closed
with good top soil as promptly as reasonably possible.
When the slush pits are filled, the plastic lining shall
be at least 36 inches below the surface or as required by
the Railroad Commission of Texas regqgulations or other
government authority having jurisdiction. At all times,
Lessee shall collect all trash and debris and dispose of
it away from the premises and will keep the premises
clear of trash and debris.

(g) No salt water produced from wells drilled under this
lease shall be disposed of on the leased premises or on
lands owned by Lessor. Lessor will negotiate with Lessee
for salt water disposal wells but in the event such
negotiations take place one of the terms will require
that Lessee shall drill fresh water test wells
immediately adjacent to the salt water disposal wells and
equip such fresh water wells with a pump.
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(h)

(1)

(k)

(1)

(m)

(n)

In its operations, Lessee shall use every reasonable
means to prevent the contamination of any and all waters
in, on and under said land, whether in surface tanks or
any other type of storage, in creek beds or river beds,
and any and all surface and subsurface water bearing
strata or formations, and Lessee shall use all reasonable
means to prevent contamination of the surface of the
above described 1lands from salt water or other
contaminating substances flowing over or seeping onto
such lands. If any contamination results from Lessee’s
operations, Lessee shall clean and restore the surface to
its previous condition so far as practicable.

It is further understood and agreed that Lessee, his
successors and assigns in any and all operations, working
and actions taken hereunder will conduct such operations,
working, and actions in such a manner as to prevent soil
erosion and soil loss.

Lessee shall have a reasonable time, not to exceed six
(6) months after the expiration of the primary term or
cessation of production or any other fee determinable
event, in which to remove all property and fixtures
placed by Lessee on said land except as provided for
herein.

Lessee, his heirs or assigns, shall line all pits used in
connection with its operations hereunder with plastic to
prevent contamination of any and all waters in, on and
under said lands.

When this lease is abandoned by Lessee, Lessee or its
successors and assigna, agree to plug all wells drilled
on said premises in accordance with the rules and
requlations promulgated by the Railroad Commission of
Texas or any other regulatory agency having jurisdiction.

Lessee hereby agrees that with regard to all wells
drilled on the leased premises, a sufficient amount of
surface casing shall be set and cemented to properly
protect all fresh water formations which are now, or may
be, a source of water supply. Cementing shall be the
pump and plug method and sufficient cement shall be used
to fill the calculated annular space back of the casing
to the surface of the ground.

Lessee obligates itself that all royalties accruing under
this lease shall be without deduction for the cost of
producing, storing, separating, treating, dehydrating,

and otherwise making the oil, gas and other products
produced hereunder marketable.

OIL AND GAS LEASE



(o)

(p)

(q)

(r)

(s)

(t)

The terms of this lease may not be amended by any
division order.

Lessee shall have the right after consulting with Lessor
concerning location or locations to drill for fresh water
to be used for drilling operations hereunder; provided,
however, that such fresh water well or wells, considered
to be fit for consumption by livestock or fit for use in
irrigation purposes, shall be turned over to Lessor after
Lessee has completed all operations on the leased
premises with casing remaining, so that Lessors shall
have full rights and title thereto. Lessee shall not use
fresh water for secondary recovery.

Nothing expressed or implied in this lease shall relieve
lessee of any otherwise existing duty of exploration,
development, operations, marketing or production, except
to the extent of direct conflict with such express
obligation, and all such express obligations shall be
construed as providing minimum standards only.

In the event of Lessee’s assignment of its leasehold
estate in whole or in part, Lessee shall notify Lessor in
writing of the assignment and of the name and address of
the assignee within thirty (30) days after execution and
delivery of the instrument of assignment.

I1f Lessor shall not be paid any sum due by the provisions
of this lease as royalty on the production from this
lease within three (3) months after the production giving
rise to same shall be sold, regardless of from whom such
sum shall be due, Lessee shall pay interest to Lessor on
Lessor’s portions of royalties payable hereunder
beginning at the expiration of the time limits
established herein at the lower of (a) the highest rate
allowed by law, or (b) three percent (3%) plus the rate
charged on loans to depository institutions by the New
York Federal Reserve Bank unless one of the following
events occur: (1) a dispute concerning title which would
affect distribution of payments; (2) a reasonable doubt
that the payee does not have clear title to the interest
in the proceeds of production; or (3) a requirement in a
title opinion that places in issue that title, identity,
or whereabouts of the payee and that has not been
satisfied by the payee after a reasonable request for
curative documents.

All notices provided for in this lease shall be in
writing and shall be served by personal service upon one
of Lessee’s officers or agents, or personally upon
Lessor, or the same may be mailed to the party to whom
the same is directed in first class mail, at the address

OIL AND GAS LEASE




for such party set forth herein, and notice by mailing
shall be deemed complete three (3) days after deposit
thereof in any United States Post Office.

(u) In consideration hereof, it is further specifically
understood and agreed that said Lessee, its successors
and assigns, in any and all operations, workings and
actions taken hereunder will re-establish or cause to be
re-established, the grass sod or cover to those surface
areas affected by its operations, workings and actions,
and in all cases conduct its operations, workings and
actions, in such a manner as to prevent soil erosion and
soil loss.

(v) Lessee agrees to provide Lessor upon Lessor’s request,
with one of all geological, well or formation surveys,
logs or tests run on the leased property, or on property
pooled with it within six (6) months after such surveys,
logs or tests are run, which information shall be kept
confidential until otherwise available to the public.

(w) Whenever used in this Lease, the words "drilling
operation" or "operations" shall mean operations for and
any of the following: pad construction, drilling,
testing, completing, reworking, recompleting, deepening,
side tracting, plugging back or repairing of a well in
search for or in a endeavor to obtain production of oil
or gas.

After the expiration of the primary term hereof, this
Lease shall remain in force and effect as to all the
lands covered thereby so long and only so long as Lessee
shall conduct continuous drilling operations on the
Leased premises as hereinafter provided. Continuous
drilling operations shall mean that not more than one
hundred and twenty (120) days shall expire between the
completion as a producer or the abandonment as a dry
hole of a preceding well and the commencement of
operations for the drilling of the next succeeding well
to the development of the Leased premises to the density
of maximum allowable production.

I1f Lessee fails to conduct continuous drilling operations
on the Leased premises, this Lease shall thereupon
terminate as to all of the Leased premises, except:

(1) Surrounding each well theretofore completed and
then producing only oil or oil and casinghead gas
in paying quantities or classified by any
governmental authority authorized to so classify
such well for proration purposes as an oil well,
that number of acres prescribed or permitted by
such governmental authority to be allocated to such

OIL AND GAS LEASE




well to entitle such well to receive the maximum
allowable production, and to a depth of 100 feet
below the deepest of all wells drilled and then
capable of producing in paying quantities under the
provisions of this lease.

(2) Surrounding each well theretofore completed and
then producing gas (excluding casinghead gas) or
classified by such governmental authority as a gas
well, that number of acres prescribed or permitted
by such governmental authority to be allocated to
such well to entitle such well to receive the
maximum allowable production, and to a depth of 100
feet below the deepest of all wells drilled and
then capable of producing in paying quantities
under the provisions of this lease.

remainder of the Lease premises for such pipelines
and roads as may be necessary for the maintenance
of the above tracts.

|
1
(3) Such rights-of-way and easements across the
Lessee shall designate and file for record (with the
County Clerk where land is located) the area to be
maintained and right-of-way within 30 days of the
expiration of said 120-day time period or Lessor may
designate same. The designated areas to be maintained
around each well shall be of such shape and have such
boundary lines as to comply with applicable rules and
regulations of the governmental authority having
jurisdiction.
(x) Lessor neither warrants nor agrees to defend title to the
| leased premises, and Lessee accepts this lease without
warranties implied or otherwise, however, in
consideration for the execution of this lease Lessee is
paying Lessor a bonus based upon 82.28 net mineral acres
in Tract one and 163.57 net mineral acres in Tract two.
If lessor owns more or less net mineral acres in either
Tract, then Lessee shall pay to Lessor a greater or
lesser bonus based upon the same dollar per acre bonus
paid upon the execution of this lease multiplied by the
number of acres actually owned.

(y) Lessee agrees to purchase certified grass seed and to
cause the same to be applied to the entire abandoned
location created hereunder at the specified rate and of
the specified type recommended by the Soil Conservation
Service of the United States Government, which services
the area where said abandoned location is located so as
to bring the location back to its original condition.

OIL AND GAS LEASE
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(z) It is agreed that the property described shall be based
on the Rawls survey and all wells drilled on the leased
premises shall be located using the Rawls survey.

12. Before entering the premises, Lessee shall require Lessee’s
officers, employees, agents, contractors, subcontractors, assigns
or permittees or any others entering on Lessee’s behalf or at
Lessee’s request to wash or steam clean, including the
undercarriage, all seismic vehicles and pulling units to completely
remove all noxious plants or seeds, including bitterweed and grass
burrs. Lessee will clear and rid the property of any grass burrs
or bitterweed that occurs after the date of this lease within 50
foot along any of the roads used by Lessee or any of Lessee’s
locations, including wells, tank batteries, or compressor station
locations, under this lease.

D) el Slepssnce Hpon

DAVID LAWRENCE GLASS

S LYNN GLHSS, individually

nd as Guardian of the Estate
of JAMIE RUTH GLASS

d 7 &
(2

J, S WESLEY GLASS

ALICE E. GLASS

;2é¢e£iﬁc/@fELﬁajg (:Ekif%i/

WILLENE GLASS BOGER -
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STATE OF TEXAS )

COUNTY OF STERLING )

+
This instrument was acknowledged before me on this the |3-—-}'

day of S , 1993, by DAVID LAWRENCE GLASS.
[
B2 L-a4 ih_\& k\gn\[\_n\&‘u{w
My Commission Expires: Notary Publlc, State of Texas
LOU HINDERUITER
\ Notary Public, State of Texas
STATE OF TEXAS ) ! My Comm. Expies OcL. 6, 1994

COUNTY OF STERLING )

This instrument was acknowledged before me on this the |]—J‘?—L”
day of , 1993, by JAMES LYNN GLASS, individually

and as Guardian “the Estate of JAMIE RUTH GLASS.

10 -(.-aA4% ADJL_H .\(\sn\ ‘\[ML

My Commission Expires: Notary Public

S At A

Lou HINDERL]TFrR
Notary Public, State of Texas
My Comm. Expires Oct. 6, 1994 \

e — A

STATE OF TEXAS )

COUNTY OF STERLING )

ach
This insz ument was acknowledged before me on this the || —

day of Sl , 1993, by JAMES WESLEY GLASS.
0
1p_l.Io -ag4 : %Q:&k- ‘(‘\\La ‘\\ —3“1_‘\
My Commission Expires: Notary Publlc, State 9

LOU HINDERUITER
Wew Public, State of Texas
My (inmim rtulresﬂd 6, 1994

OIL AND GAS LEASE

12



STATE OF TEXAS )

)
COUNTY OF STERLING )

' 5 P
This instrument was acknowledged before me on this the /
day of PR , 1993, by ALICE E. GLASS.

[=5-95 ol kbl (oot

My Commission Expires: Notary Public, State of Texas
éﬂmm. ’mm coane
: 1 | CHARLOTTZ JOMNSTON
g -K_/ Mooy ."""z :--- d\r:.-? !
STATE OF TEXAS ) N Ly Comon'cnion Zaguns 11854
E. Lo
" mmﬂ’“ -‘lﬁ-ﬂ‘sﬁﬁ'ﬁ" =)

COUNTY OF STERLING )

L1
This instrument was acknowledged before me on this the | Q —

day of ™., 1993, by WILLENE GLASS BOGER.

n.-ay ,‘goi. N;-AN”\ D-.'\ﬁm

My Commission Expires: Notary Public, State of Texas

LOU HINDERLITER
Notary Putlic, State of Texas
My Comm. Expires Oct. 6, 1994

OIL ARD GAS LEASE
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THE STATE OF TEXAS )

COUNTY OF STER!MING ) I HTREBY CERTIFY THAT
THIS INSTRUMINT VA8 FIL™D CN THZ DATE AND TIME
STAMFED HE; ECM DY LT .50 v 2 LULY RECORDED O}

me28 " ooy or 9*47__ re. 19 23 N vor
_Q_mL

168 proe {17
RECORDS OF STERLLIG C°, ©. % 1=rg.

| ClARZ A HAAR, COUNTY CLERX
BY ; . STEELIMG COUNTY, TEXAS
DEPUTY :

4584,
FILED (\UMJ‘& 22 19_23
A _ A L0 o'clock __ /7 m

DIAME A. HAAR
County Clerk, Sterling County, Texas

By D.&e\;q- 2 )\deﬂ..- - Beputy
od 70 7 o




OIL, GAS AYND MINERAL LZASE

JAMZE D, GLASD, ZT UKL TO JCHES & LYONS

™

THIS ASREINEIT made this 31st,, day of January 191, between Ja=es D,
Zlasr, one ané the =ame person as David Glass, and his wife Willie Glass
of 3terling City, Texas Lescor (whether ocne or more), and Jenes & Lyons,

a corperation of San Angelo, Texas, Lessce, WITWESSETH:

1. Lessor 1n ceonsideration of Ten & [0/100 Dellars (410.00) in hand
pald, of the royelties hereln preovided, and of the agreemente of Losses
rereln centained, heraby prants, leases and lets exclusively unto Lescee for
tre rurpcce of investigating, exploring, prospecting, drilling and rmining
for ang preoducing oll, gas and &ll other minerals, laying pire lines, huild-
in~ teonks, rower statlons, telerkone lines oné other structurers thoreon to
produce, =ave, teke care of, treat, Lrensport, and own sald products, and
nousing i1tes enmplevees, the following deserlbed land in Sterling County, Texas,

to-uit:

All of the West Cne-Halfl (W/2) Secticn 1 (one) Block 32

{Trirty-Iwo) TWF 5 (Five} Scuth T, % F. Ry. Co. Survey;

and contalnins 3£2%.1 acrec, recre or le;s. In the event a resurvey of sald
lunde shall roveal the exlstence of excess and/or vacant lands lying adja-
cont to the lands above described ané the lesser, hls helrs, or assi-ns,
shall, by virtue of nils ownership of the lands above described, have pre-
farense ricat to acguire said excess and/or vacant lands, then In that event
tris lease shall cover and include all such excess and/or vacan:t lands which
tr.e lescor, hic heirs, or assigns, shall have the preference right tc acguire
Ly virtue of his ownership of the lands above described as snd when acgulred
tuw the lesser; and the lessee shall pay the lesseor for such excess and/or
vacant lands at thn rare rate por acre as tho cash conslderation paid for

the acreuare hereinabove mentloned,

2. Subjeet to the other provisicns herein contained, this lease shall

be Tor s ters of ten vears from this date (called "primary tern") and as



long;r therealter ag oll, gus or other nmineral is produced from sald land

tereunder,

3, Ihe Royvaltles to be pald Lesser are: (a) con oll, one-eighth of that
nrocuced snd saved from saidé land, the same to be cdelivered at the wclls
or to tihe credit of Lessor into the plre line to which the wells may be
cornected; Lessee may from time to tire purchase any reyalty oil in its

cossessicn, raying the mariet price therefer prevailing for the flcld where

produced on tne éate of purchase; (b) on gas, including casinghead pas or

asecus substance, produced from sald land and sold or used off the

i

premises or  1n the manufacture of gfascline or other product therefror,
tr e market value at the well of one-eifhth of the gas so sold or used,
provided that on cas scld at the wells the royalty shall be one-elgntr of
the wrovnt reallzed from such sale; where gas from a well prefuzing ras or
s cnd ccndencate only iz not sold or uzed, Lessee may pay or tender as
rcvalty, Ty check or draft of Lerszee, to the owner of such royaity, or to
thelr credit in the depository tank named in the lcase, on or befcre ninety
davs after the dote on whier said well is shud in and annually thereafter,
a sum ecual to the amount of annual rental payable In lieu of drilling
cperscicns during the primary term of this leare ont the number of atres
sutfozs to thia leare at the time suelh payment is made, and if such pay-

rent is mude 1t will be ecnsidered that sasz is beinrs produced withiin the
rmeaning of Farazrath 2 hereof; and {c) all other minerals nmined and marketed,
ong=tenth eftnar ir wind or value at the well or mine, at Lesseels electlen
prcert that pm osulphur the royalty shall be Tifty cente (50¢) per lonz ten,
arneoer ghall nave Pree ure of oil, rar, ccal, #oed and water from szid land,
cxeert vater frorm Lossorts wclls, for all orcrations hereunder, and the
revalty o1 oil, ras ané coal shall be coriputed after deducting any so used.
Lecsor e=nnll nave the rrivilere at his risic and expense of uslng mas fron

any ras well on egaid land for stcves and Inclide lifnts in the principal

dwellinr tiereon out of any surplus fas not needed for crerations harcunder,

!/, If orerations for cdrilling are not commenced on egid land on or te-
fere one year from this date the lease shetl then terrinate as to beth
partics unless cn or before such annlversary date Lessee shall pay or tender
t¢ Lessor or te the credit of Lessor in The First Natlonal Ean« at Eterling

Cluvy, Texus (which band and 1its successors are Lessor's sgent and shall

centinue ur the cdepecitoery for all rentals payuble hereunder regardless of

crhanres in orerchip of rold lend or the rentals) the sum of Three mundred




sr.2ll ccver the nrivilere of deferring commencerent of drllilng operations
for a rertod of twelve (12} montre, In llke manner and uron llke rayrmente
or senders annually the cemrencement of drilling operations nay be further
wfnrral for succecsive periocds of twelve (lZ) ronths esch durlar the pri-
rary term, The payment or tender of rental mar be made by the checi or
draftt of Lescen ralled or delivered to sald bank on or tefere sucl. daote of
rayrment,  If such tank (or any sugecessor bank) should fall, liguldate or te
succesded by gnother ban¥, or fcr any reascn fall or refuse %o accert rental,
Larzer 2hall not be held in defavlt feor fallure tc malde such payment or
rentul until thirty {2C) days after Lescor shsall dellver te Lecace
u rropur reccrdable instrurment, raning ancther bank as= agent to recelve sueh
rayments or tenders, The down cash payment 1s consideration for this learne

to its terms and shall rnot be alleocated as mere rental for a pericd,

Lessce may &t any time execcute and deliver to Lessor or to the derosltery

|
s ]
e

anova ngrmed or place of reccrd a release or relesses ccvering any prortlic
rortions of the abeve descrited ypremises and thereby surrender this leasse ar
tc gun2r rerticn or portlens and be relleved of all otllratlens gs to the

¢ rurrendere?, and thereafter the rentals paystle hereunder cnall be
reiuced in trhe precrortion that the acrsape covered hereby is reduced by rzid
railcnne or releases. In thils cennecticn the above described prermlises shall

Ye treated az cemprising 129.1 acres, whether there be more or less,

ve IT rricr te discovery of oll or gas cn sald land Lersee shcould drill

2 ary nole or holes thereon, or If nfter dircovery of oll or gar the rroduc—

ot
o
©
-}
ot
oy
o

reci showld cease [ron any cauge, thils lease shall not ters

Loscge commences addisional érilling or re-uvcoriing operatlions within sixzty
{f3) cays ti.ersafter or (if it be within the primary terr) commences or
:ment or tender eof rentals on or Lefere the rental pajyling dute

resuniecs tne no

nerT ensua

]

dry Tole or cescation of production. If at the explraticon of the primar;

-ore 01l, ias or cbtrer mineral ls net telnp produced on gald land rut Lersce

te tren enrasod in drilling or re-werking operatlcons therecn, the lease

eall rexaln in force so long a5 operaticns are rroseculed with ne cescaticn
of mere then thirty (32) coasecutive daye, and 1f they rezult in tlo rro-

‘ ¢uactlon of oll, rsas or other mimerals so long thereafter as oll, rz= cr ctrer
| stneral ir rrodftced frem sald land, In the event a well or wells rreducing
0il or ra¢ in paying quantitlies should be brought in en ad Jacent land and

Lessce arrnes to drill such offset wells as
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(s

{, Lescee shall have the right st any tlme during or after the explira-
tion of thils lesse %0 remove all property and flxtures placed by Lessee on
sald lend, including the right to draw and remeve 2ll casing, When required
e Lessor, Leeses w11l bury all pipe lines below ordinary plew derpth, and

no well shall be drilled withln twe hundred (200) feet of any recldence or

tarn new on =ald lané without Lessor's ceonsent,

7. Tte rifats of eltrer party hereunder may te assipned in whole or in
purt and the proviciecns hereeof shall extend to the heirs, successors and
arelsns, Wit ne change or divsiens in ownership ef the luand, rentals, or

rcralties, houvever accomplished, shell operate to enlarpe the obligations

[
L

or diminlsh the riphtsof Lessee, No szle cr assignment by Lessor shall be
bipdin,: en Lessee until Leseec shall be furnisrned with a certifled ccpy of
recerded instrument evidencing same. In event of assipgnment of thls lease
ez to a serrecated rortien of sald land, the rentals payable hereunder

ehgl] bte arpertlenable as between the seversl leaschold owners ratably ac-

¢ trc surface area of easch and default 1In rental payrment ty one

¢t

cerdling
s-nll not affect the rights of other leusehold owners hereunder, If alx
or rmore rarties recore entltled to royalty herecunder, Lessee may withhold
rayrent trerecl unless and until furnished with a recordable Iinstrument

executed by all suck rartles desipnating an asent to recelve pajyment for
o d

, Tre breach by Lessee of any oblicatien arising hereunder shall not
wore a Torfetture or terminaticn ¢f tihls lease nor cause & termingtlon or
reversicn of the estate created heredy nor be prounds for cancellation
rerecel in wihole or ir part save as herein expressedly provided, If the
ctligaticn for reasonable development should reguire the érilling of a well
or wells, Lescsee shall have ninety (30) cays after ultimate judiclal ascer-
cuinment of the existence of such otligaticn within whlcl to begin the
drilling ef u well, anc the ornly penalty for fallure tc do so shall te the
tep~inacten of ti.ts lease save as to forty (L0} acres for each well being
weried on madifor beirn;; drilled and /or producing oil or rfas to te selected

W Lessoa sco bhuat oach L2-acre tract will ermbrace one such well.

a. Lecror horeby warrants and arrees to defend the title tc salid land
and afreer that Lessee at 1ts optlion may dlscharge any tax, nortgage, or
othor l1len upen said land and in event Lessee doce so, 1t shall be aubro-

isnted to such llen with the ripht to enforce same and apply rentgls and

rovalties accrulny hereunder toward gsatlefying same, without impalirment of




.-

-t

Lerreets rirhts under the warranty In event of failure of title, it 1= agreed
trat il Lessor owns an Interest in sald land less than the entlre fee sirrle
ectato, then the royaltlies and rentals to be pald Lessor shall be reduced

rroportionately,

16, If any ocreraticn pernitted or required hereunder, or the perform-
ance by Lessauc of any covenant, acreement or requirement herecf Is delayed
or Interrupted directly or indirectly by any past or futures acts, orders,
rerulaticns or regulrerments of the Government of the United States or of
any state or other covernmental body, or any apency, offlcer, rerresentative
or guthority of any of them, or because of delay or Inabllity to get materinls,
lazor, cquirment or suppllecs, or on mccount of any other similar or discimlilar
cause beyond the contrel of Lescee, the pericd of such delay cor Iinterruption
st.all not be ccounted agalinst the Lessee, and the primary term of this lesrse
shall automatically be extended after the expiration of the primary term
set forth In Sectien 2 above, so lonz as the cause or causes fer such delavs
or ‘nterrurticns centinue and for o pericd of six (%4) months thereafter; =nd
such extendei term shall constituteo and shall be considered for the purnoses
of thls lezce as a part of the primary term herecof, The provisiens of
Sectlen L hereol, releting to the payrent of delay rentals shall In el
things be pprplicable to the primery term as extended hereby Just as il such
extended term were a part of the originel prirmary term fixed in Sectlion 2
terccf., Trhe Lessee shall nct be llatle to Lesseor in damares for failure te
rerform any operatli:n permitted or reguired hereunder or to comply with any
covenant, arrecment or requirement hereof durlny the time Lessee Is relleved
from the oblipations te comply wilth such covenants, agreements or requlre-

rents,

I WITUZZS WHEREQOF, thils Instrument 1s executed on the date flrst above

L Wil

written,

(e U, 2. Internal Revenu James D, Glass
Stamps Snown on Instrument) willie Glacs
THZ STATE OF TEHAS,

cptty (P osrIRiina.

57024 ¥E, the undersisned, a Motary Fubllc in end fer sald County and
ctate, on thls day personally apreared James J. Glass and Willde Jlass, hic
wife, beth knoun te me to be the persens whose nanes are surserlted te the

oo

forercinrs instrument, and acknowledzed to me that they each executed the same

“or tre purroses end ccneideraticn therein exprecsed, and the sald willie



SEES

3

3lacsz, wife of the sald James D, Glacs having been examlned by me privily and
arart from her husktand, and having the carme fully explalned to her, she, the
sald wWillle Slass acicnowledpged suwch  instrument to te her act and deed, and
ske declared that ¢ ned willingly sicned the same for the purposes and con=-

slderation thereln exprersed, and that she ¢id not wislh to retract 1lt.

GIVIT TMNDIR PY HAND AND SsAL OF CFTICEH, thils the 3lst,, day of January

A. 2. 1061,

{ctarial Ceal) worth B, Durham
Notary Public In and for

Sterlinr County, Texas,

Filed feor record the 17tn day of tarch, A. D. 1961, at 2:00 otclock A. !

Recorded cn t»ie the Lth day ef April, 4. D. 16A1, at 1:30 otelocit T, I

-é//‘—Z//E@«w/ a2V

COUNTY CLI¥, STERLING CCUNTY, TIZXAS.




CERTIFICATE

THE STATE OF TEXAS i

COUNTY OF STERLING i

I, Diane A. Haar, County Clerk in and for Sterling County,

Texas, do hereby certify that the above and foregoing instrument

is a true and correct copy of 0il, Gas and Mineral Lease
as placed on file in my office on March 17, 1961
and of record in Vol._ 69 ,page _ 293 of the Deed Records of

Sterling County, Texas.
GIVEN UNDER MY HAND AND SEAL OF OFFICE, this the 30th

day of August JA.D. 199 3.

g:)lﬁlmo CZJXQé4LL.

Diane A. Haar, County Clerk,
Sterling County, Texas

By

Deputy
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- Notary Public in and for Sterling County, Texas.
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