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Transactim # 5698 

Lessor: OMC Properties, Ltd. 

Les888: David H. Arrington Oil & Gas, Inc. 

LEASE IISCRFTION 

County 
CULBERSON fb.'J,O 

PIN# 
07-022054 

TERMS OFHRED 

Primary T ll'flt 

Bonus/ Acre: 

Rental/ Acre: 

Royalty: 

COMPARISONS 

MF# 
MF1 03849 

MF103428 

3 years 

1/4 

LBSS88 

$398.00 

$1.00 

Robert G. Elliott 

Robert G. Elliott 

RAL REVIEW SHEET 

Geologist: R. Widmayer 

Leaso Date: 1/19/2007 u~ J 

Acres: 160 

Base Am No Part Soc. Blodc Twp Survey 
125169 NW/4 30 45 00 PUBLIC SCHOOL LAND 

Abst# 
4338 

TERMS RECOMMENIID 

Prinary Term 

Bonus/Acre 

Rental/ Acre 

Royalty 

3 years 

1/4 

Data Term 
12/22/2003 3 years 

4/15/2003 3 years 

$398 .00 

$1 .00 

BonWI/Ac. 
$98.00 

$50.00 

Rootal/ A c. Royaty Distari:B 
$0.00 1/5 Last Leaso 

$1.00 1/5 Adjacent North 

MF104748 Samson Lonestar Limited Partner 1/25/2005 5 years $75.00 $1.00 1/5 Adjacent West 

CoiTIIIJOOtS: Paid up rentals. 

Approvoo: ?~ 4, Lit; D 7 

Thursday, April 26, 2007 
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RELINQUISHMENT ACT LEASE APPLICATION 

Texas General Land Office Jeny Patterson, Coi11JTll ssioner 

TO: Jen·y Patterson, Commissioner 

Larry Lajne, Chief Clerk 

DATE: 26-Apr-07 

Bill Warnick, General Counsel 

Louis Renaud, Deputy Commissioner 

FROM: Robert Hatter, Director of Mineral Leasing 

Peter Boone, Chief Geologist 

Applicant: Dav id H. Arrington Oil & Gas, Lnc. 

Prim. Term: 3 years 

Royalty: l/4 

Bonus/ Acre 

Rental/ Acre 

County: 

S398.00 

$ 1.00 

Consideration 

Recommended: ~ 
Not Recommended: 

Date: + · 2 6 · o 7 

----
Comments: Paid up rentals. 

'·•Lease Form 

Recommended: f,:Jl/ 
Not Recommended: ----
Comments: 

Louis Renaud, Deputy Commissioner 

Recommended: ~ 
ot Recommended: --- -

La1rv Laine, Chief Clerk 

Approved: ~ c:--

ot Approved: ___ _ 

Date: £I ctl/ o'l 

Date: ~ - S - O.:t-

Date: tjl~/0,? 

Date: (;_ (tt/ V) 

CULBERSO 
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. 
General Land Office 
Rclinquir.hment Act Lease Form 
Revised, September 1997 • 

%lusttn, \!Cexas 
~J.~ 

OIL AND GAS LEASE 

THIS AGREEMENT is made and entered into this 19th day of January 

by and through its agent. OMC Properties, Ltd. a Texas limited partnership 

of 101 Hunters Cliff Boerne TX 78006 

(Give Permanent Address) 

• 

,20QI__ • between the State of Texas, acting 

said agent herein referred to as the owner of the soil (whether one or more), and --"D,a:.:.v,id'-'H-".'-'A_,rr_,_,i'-'n"'gt,o'-'n_,O"'i.:..l &,.,_,G,a..,s,... . .!!ln_,_,c,__ ___________ _ 

of 214 W. Texas Suite 400 Midland TX 79701 hereinafter called Lessee. 

(Give Permanent Address) 

1. GRANTING CLAUSE. For and in consideration of the amounts stated below and of the covenants and agreements to be paid, kept and 
performed by Lessee under this lease, the State of Texas acting by and through the owner of the soil, hereby grants, leases and lets unto Lessee, for 
the sole and only purpose of prospecting and drilling for and producing oil and gas, laying pipe lines, building tanks, storing oil and building power 
stations, telephone lines and other structures !hereon, to produce, save, take care of, treat and transport said products of the lease, the following lands 
situated in Culberson County, State of Texas, to-wit. 

NW/4 of Section 30, Block 45, Public School Land Survey 

containing _1~6!.l<O~. O::o0,__ ___ acres, more or less. The bonus consideration paid for this lease is as follows: 

To the State of Texas: Thirty-two Thousand & No/100 

Dollars ($32.000.00 

To the owner of the soil: Thirty-two Thousand & No/1 00 

Dollars ($32.000.00 l 

Total bonus consideration: Sixty-four Thousand & No/1 00 

Dollars ($64.000.00 

The total bonus consideration paid represents a bonus of _.!.,F~o~urwH~un~d:!!r.li:e~d~&wN~o/~1.l.iO:J.!O ______ _________________ _ 

- - - --------------- Dollars (S4..=;00...,.,.0""0 ____ __,\ per acre, on __,_1,.6,.0 . .,.0""'0 ____ net acres. 

2. TERM. Subject to the other provisions in this lease, this lease shall be for a term of three (3) years from 
this date (herein called "primary term") and as long thereafter as oil and gas, or either of them, is produced in paying quantities from said land. As used 
in this lease, the term "produced in paying quantities· means that the receipts from the sale or other authorized commercial use of the substance(s) 
covered exceed out of pocket operational expenses for the six months last past. 

Ll~''),.•, fr.' ..... 
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• • 3. DELAY RENTALS. If no well is commenced on the leased premises on or before one (1) year from this date, this lease shall terminate. 

unless on or before such anniversary date Lessee shall pay or tender to the owner of the soil or to his credit in the Not A pp 1 ; cab 1 e 

See Paragraph 40 . Bank, at . 
or its successors (which shall continue as the depository regardless of changes in the ownership of said land), the amount spedfied below; in addition, 
Lessee shall pay or tender to the COMMISSIONER OF THE GENERAL LAND OFFICE OF THE STATE OF TEXAS, AT AUSTIN, TEXAS, a like sum on 
or before said date. Payments under this paragraph shall operate as a rental and shall cover the privilege of deferring the commencement of a well for 
one (1) year from said date. Payments under this paragraph shall be in the following amounts: 

To the owner of the soil:---------------- -------- - - - - --­

Dollars ($'----- ------

To the State of Texas:---- ----- ---- - - - - - - ---- - --------
Dollars ($. _ ____ ____ _ 

Total Delay Rental: ------ ----------- --- ---- - ------
Dollars ($. ____ _ _ ___ _ 

In a like manner and upon like payments or tenders annually, the commencement of a well may be further deferred for successive periods of one (1) 
year each during the primary term. All payments or tenders of rental to the owner of the soil may be made by check or sight draft of Lessee. or any 
assignee of this lease. and may be delivered on or before the rental paying date. If the bank designated in this paragraph (or its successor bank) should 
cease to exist. suspend business, liquidate, fail or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be 
held in default for failure to make such payments or tenders of renta l until thirty (30) days after the owner of the soil shall deliver to Lessee a proper 
recordable instrument naming another bank as agent to receive such payments or tenders. 

4. PRODUCTION ROYAL TIES. Upon production of oil and/or gas, Lessee agrees to pay or cause to be paid one-half (1/2) of the royalty 
provided for in this lease to the Commissioner of the General Land Office of the State of Texas, at Austin , Texas, and one-half (1/2) of such royalty to the 
owner of the soil: 

(A) OIL. Royalty payable on oil, which is defined as including all hydrocarbons produced in a liquid form at the mouth of the well and also as 
all condensate, distillate, and other liquid hydrocarbons recovered from oil or gas run through a separator oc other equipment, as hereinafter provided, 
shall be 25% part of the gross production or the market value thereof, at the option of the owner of the soil or the Commissioner of the General 
Land Office. such value to be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, distillate, or other liquid 
hydrocarbons, respectively, of a like type and gravity in the general area where produced and when run, or 2) the highest market price thereof offered or 
paid in the general area where produced and when run, or 3) the gross proceeds of the sale thereof, whichever is the greater. Lessee agrees that before 
any gas produced from the leased premises is sold, used or processed in a plant, it will be run free of cost to the roya lty owners through an adequate oil 
and gas separator of conventional type, or other equipment at least as efficient, so that all liquid hydrocarbons recoverable from the gas by such means 
will be recovered. The requirement that such gas be run through a separator or other equipment may be waived, in writing, by the royalty owners upon 
such terms and conditions as they prescribe. 

(B) NON PROCESSED GAS. Royalty on any gas (including flared gas), which is defined as all hydrocarbons and gaseous substances not 
defined as oil in subparagraph (A) above, produced from any well on said land (except as provided herein with respect to gas processed in a plant for 
the extraction of gasoline. liquid hydrocarbons or other products) shall be 2 5% part of the gross production or the market value lhereof. at the 
option of the owner of the soil or the Commissioner of the General Land Office, such value to be based on the highest market price paid or offered for 
gas of comparable quality in the general area where produced and when run, or the gross price paid or offered to the producer, whichever is the greater; 
provided that the maximum pressure base in measuring the gas under this lease shall not at any time exceed 14.65 pounds per square inch absolute, 
and the standard base temperature shall be sixty (60) degrees Fahrenheit, correction to be made for pressure according to Boyle's Law, and for specific 
gravity according to tests made by the Balance Method or by the most approved method of testing being used by the industry at the time of testing. 

(C) PROCESSED GAS. Royalty on any gas processed in a gasoline plant or other plant for the recovery of gasoline or other liquid 
hydrocarbons shall be 2 5% part of the residue gas and the liquid hydrocarbons extracted or the market value thereof. at the option of the owner 
of the soil or the Commissioner of the General Land Office. All royalties due herein shall be based on one hundred percent (100%) of the total plant 
production of residue gas attributable to gas produced from this lease, and on fifty percent (50%), or that percent accruing to Lessee, whichever is the 
greater, of the total plant production of liquid hydrocarbons attributable to the gas produced from this lease; provided that if liquid hydrocarbons are 
recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or affiliate) owns an interest, then the percentage applicable to liquid 
hydrocarbons shall be fifty percent (50%) or the highest percent accruing to a third party processing gas through such plant under a processing 
agreement negotiated at arm's length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in 
the industry), whichever is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market 
price paid or offered for any gas (or liquid hydrocarbons) of comparable quality in the general area, or 2) the gross price paid or offered for such residue 
gas (or the weighted average gross selling price for the respective grades of liquid hydrocarbons), whichever is the greater. In no event, however, shall 
the royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed. 

(D) OTHER PRODUCTS. Royalty on carbon black, sulphur or any other products produced or manufactured from gas (excepting liquid 
hydrocarbons) whether said gas be ·casinghead," "dry," or any other gas. by fractionating, burning or any other processing shall be 2 5% part of 
the gross production of such products, or the market value thereof, at the option of the owner of the soil or the Commissioner of the General Land Office. 
such market value to be determined as follows: 1) on the basis of the highest market price of each product for the same month in which such product is 
produced, or 2) on the basis of the average gross sale price of each product for the same month in which such products are produced; whichever is the 
greater. 

5. MINIMUM ROYALTY. During any year after the expiration of the primary term of this lease. if this lease is maintained by production, the 
royalties paid under this lease in no event shall be less than an amount equal to the total annual delay rental herein provided: otherwise. there shall be 
due and payable on or before the last day of the month succeeding the anniversary date of this lease a sum equal to the total annual rental less the 
amount of royalties paid during the preceding year. If Paragraph 3 of this lease does not specify a delay rental amount. then for the purposes of this 
paragraph. the d_el~y_rental a!l'ount shall be one dollar ($1 .00) per acre. ~l•L. •• ;;;;;.u-.~tf "")OD;- "' 
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6. ROYALTY IN KIND. Notwithstan ny other provision in this lease, at any time or time to time, the owner of the soil or the , . • 
Commissioner of the General Land Office may, a option of either, upon not less than sixty (60) dayse e to the holdec..of the lease, require that the 
pc:yment of any royalties accruing to such royalty owner under this lease be made in kind. The owner of the soil's or the Commissioner of the General 
Land Office's right to take its royalty in kind shall not diminish or negate the owner of the soil's or the Commissioner of the General Land Office's rights 
or Lessee's obligations, whether express or implied , under this lease. 

7. NO DEDUCTIONS. Lessee agrees that all royalties accruing under this lease (including those paid in kind) shall be without deduction for 
the cost of producing, gathering, storing. separating, treating, dehydrating, compressing, processing, transporting, and otherwise making the oil, gas and 
other products hereunder ready for sale or use. Lessee agrees to compute and pay royalties on the gross value received, including any reimbursements 
for severance taxes and production related costs. 

8. PLANT FUEL AND RECYCLED GAS. No royalty shall be payable on any gas as may represent this lease's proportionate share of any fuel 
used to process gas produced hereunder in any processing plant. Notwithstanding any other provision of this lease, and subject to the written consent of 
the owner of the soil and the Commissioner of the General Land Office, Lessee may recycle gas for gas lift purposes on the leased premises or for 
injection into any oil or gas producing formation underlying the leased premises after the liquid hydrocarbons contained in the gas have been removed; 
no royalties shall be payable on the recycled gas until it is produced and sold or used by Lessee in a manner which entitles the royalty owners to a 
royalty under this lease. 

9. ROYALTY PAYMENTS AND REPORTS. All royalties not taken in kind shall be paid to the Commissioner of the General Land Office at 
Austin, Texas, in the following manner: 

Payment of royalty on production of oil and gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil 
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 roya lty 
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 mari<et va lue 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 mari<et value. In all cases the authority of a manager or agent 
to act for the Lessee herein must be fi led 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, then 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 S25.00 whichever is greater. In addition 
to a penalty, royalties shall accrue interest at a rate of 12% per year; such interest will begin to accrue when the royalty is sixty (60) days overdue. 
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 delinquency 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 mari<et value. 

10. (A) RESERVES, CONTRACTS AND OTHER RECORDS. Lessee shall annually furnish the Commissioner of the General Land Office 
with its best possible estimate of oil and gas reserves underlying this lease or allocable to this lease and shall furnish said Commissioner with copies of 
all contracts under which gas is sold or processed and all subsequent agreements and amendments to such contracts within thirty (30) days after 
entering into or making such contracts, agreements or amendments. Such contracts and agreements when received by the General Land Office shall be 
held in confidence by the General Land Office unless otherwise authorized by Lessee. All other contracts and records pertaining to the production, 
transportation, sale and marketing of the oil and gas produced on said premises, including the books and accounts, receipts and discharges of all wells , 
tanks, pools, meters, and pipelines shall at all times be subject to inspection and examination by the Commissioner of the General Land Office, the 
Attorney General, the Governor, or the representative of any of them. 

(B) PERMITS, DRILLING RECORDS. Written notice of all operations on this lease shall be submitted to the Commissioner of the General 
Land Office by Lessee or operator five (5) days before spud date, workover, re-entry, temporary abandonment or plug and abandonment of any well or 
wells . Such written notice to the General Land Office shall include copies of Railroad Commission forms for application to drill. Copies of well tests, 
completion reports and plugging reports shall be supplied to the General Land Office at the time they are filed with the Texas Railroad Commission. All 
applications, permits, reports or other filings that reference this lease or any specific well on the leased premises and that are submitted to the Texas 
Railroad Commission or any other governmental agency shall include the word "State" in the title. Additionally, in accordance with Railroad Commission 
rules, any signage on the leased premises for the purpose of identifying wells, tank batteries or other associated improvements to the land must also 
include the word "State." Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other 
information relative to the operation of the above-described premises, which may be requested by the General Land Office. in addition to those herein 
expressly provided for. Lessee shall have an electrical and/or radioactivity survey made on the bore-hole section, from the base of the surface casing to 
the total depth of well, of all wells drilled on the above described premises and shall transmit a true copy of the log of each survey on each well to the 
General Land Office within fifteen (15) days after the making of said survey. 

(C) PENAL TIES. Lessee shall incur a penalty whenever reports, documents or other materials are not filed in the General Land Office when 
due. The penalty for late filing shall be set by the General Land Office administrative rule which is effective on the date when the materials were due in 
the General Land Office. 

11 . DRY HOLE/C ESSATION OF PRODUCTION DURING PRIMARY TERM. If, during the primary term hereof and prior to discovery and 
production of oil or gas on said land, Lessee should drill a dry hole or holes thereon, or if during the primary term hereof and after the discovery and 
actual production of oil or gas from the leased premises such production thereof should cease from any cause. this lease shall not terminate if on or 
before the expiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences additional drilling or 
reworking operations !hereon, or pays or tenders the next annual delay rental in the same manner as provided in this lease. If, during the last year of the 
primary term or within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the production of oil or gas should cease for any cause, 
Lessee's rights shall remain in full force and effect without further operations until the expiration of the primary term; and if Lessee has not resumed 
production in paying quantities at the expiration of the primary term, Lessee may maintain th is lease by conducting additiOIJ.~l 9rilling Ol(·r~~rking 
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operatior;~ pursuant to Paragraph 13, using theA.tion of the primary term as the date of cessation . uction under Paragraph 13. Should the first 
well or any subsequent well drilled on the abo~cribed land be completed as a shut-in oil or gas ithin the primary term hereof, Lessee may 
resume payment of the annual rental in the same manner as provided herein on or before the rental paying date following the expiration of sixty (60) 
days from the date of completion of such shut-in oil or gas well and upon the failure to make such payment, this lease shall ipso facto terminate. If at the 
expiration of the primary term or any time thereafter a shut-in oil or gas well is located on the leased premises, payments may be made 1n accordance 
with the shut-in provisions hereof. 

12. DRILLING AND REWORKING AT EXPIRATION OF PRIMARY TERM. If, at the expiration of the primary term, neither oil nor gas is being 
produced on said land, but Lessee is then engaged in drilling or reworking operations !hereon, this lease shall remain in force so long as operations on 
said well or for drilling or reworking of any additional wells are prosecuted in good faith and in workmanlike manner without interruptions totaling more 
than sixty (60) days during any one such operation, and if they result in the production of oil and/or gas, so long thereafter as oil and/or gas is produced 
in paying quanmies from said land, or payment of shut-in oil or gas well royalties or compensatory royalties is made as provided in this lease 

13. CESSATION, DRILLING, AND REWORKING. If, after the expiration of the primary term, production of oil or gas from the leased 
premises, after once obtained, should cease from any cause, this lease shall not terminate if Lessee commences additional drilling or reworking 
operations within sixty (60) days after such cessation, and this lease shall remain in full force and effect for so long as such operations continue in good 
faith and in workmanlike manner without interruptions totaling more than sixty (60) days. If such drilling or reworking operations result in the production 
of oil or gas, the lease shall remain in full force and effect for so long as oil or gas is produced from the leased premises in paying quantities or payment 
of shut-in oil or gas well royalties or payment of compensatory royalties is made as provided herein or as provided by law. If the drilling or reworking 
operations result in the completion of a well as a dry hole, the lease will not terminate if the Lessee commences additional drilling or reworking 
operations within sixty (60) days after the completion of the well as a dry hole, and this lease shall remain in effect so long as Lessee cont1nues drilling or 
reworking operations in good faith and in a workmanlike manner without interruptions totaling more than sixty (60) days. Lessee shall give written notice 
to the General Land Office within thirty (30) days of any cessation of production. 

14. SHUT-IN ROYALTIES. For purposes of this paragraph, •well" means any well that has been assigned a well number by the state agency 
having jurisdiction over the production of oil and gas. If, at any time after the expiration of the primary term of a lease that, until being shut in, was being 
maintained in force and effect, a well capable of producing oil or gas in paying quantities is located on the leased premises, but oil or gas is not being 
produced for lack of suitable production facilities or lack of a suitable market, then Lessee may pay as a shut-in oil or gas royalty an amount equal to 
double the annual rental provided in the lease, but not less than $1 ,200 a year for each well capable of producing oil or gas in paying quantities. If 
Paragraph 3 of this lease does not specify a delay rental amount, then for the purposes of this paragraph, the delay rental amount shall be one dollar 
($1 .00) per acre. To be effective, each initial shut-in oil or gas royalty must be paid on or before: (1) the expiration of the primary term, (2) 60 days after 
the Lessee ceases to produce oil or gas from the leased premises, or (3) 60 days after Lessee completes a drilling or reworking operation in accordance 
with the lease provisions; whichever date is latest. Such payment shall be made one-half (1/2) to the Commissioner of the General Land Office and one­
half (112) to the owner of the soil. If the shut-in oil or gas royalty is paid, the lease shall be considered to be a producing lease and the payment shall 
extend the term of the lease for a period of one year from the end of the primary term, or from the first day of the month following the month in which 
production ceased, and , after that, if no suitable production facilities or suitable market for the oil or gas exists, Lessee may extend the lease for four 
more successive periods of one (1) year by paying the same amount each year on or before the expiration of each shut-in year. 

15. COMPENSATORY ROYAL TIES. If, during the period the lease is kept in effect by payment of the shut-in oil or gas royalty, oil or gas is 
sold and delivered in paying quantities from a well located within one thousand (1.000) feet of the leased premises and completed in the same producing 
reservoir, or in any case in which drainage is occurring, the right to continue to maintain the lease by paying the shut-in oil or gas royalty shall cease, but 
the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may maintain the lease for four more 
successive years by Lessee paying compensatory royalty at the royalty rate provided in the lease of the market value of production from the well causing 
the drainage or which is completed in the same producing reservoir and within one thousand (1 ,000) feet of the leased premises. The compensatory 
royalty is to be paid monthly, one-half (1/2) to the Commissioner of the General Land Office and one-half (112) to the owner of the soil, beginning on or 
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the 
same producing reservoir and located within one thousand (1 ,000) feet of the leased premises. If the compensatory royalty paid in any 12-month period 
is an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an amount equal to the difference within thirty (30) days from the end of the 
12-month period. Compensatory royalty payments which are not timely paid will accrue penalty and interest in accordance with Paragraph 9 of this 
lease. None of these provisions will relieve Lessee of the obligation of reasonable development nor the obligation to drill offset wells as provided in 
Texas Natural Resources Code 52.173; however, at the determination of the Commissioner, and with the Commissioner's written approval, the payment 
of compensatory royalties can satisfy the obligation to drill offset wells. 

16. RETAINED ACREAGE. Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or 
gas has been completed on the leased premises, Lessee shall exercise the diligence of a reasonably prudent operator in drilling such additional well or 
wells as may be reasonably necessary for the proper development of the leased premises and in marketing the production !hereon. 

(A) VERTICAL. In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended term it shall then 
terminate as to all of the leased premises, EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantities and 320 acres 
surrounding each gas well capable of producing in paying quantities (including a shut-in oil or gas well as provided in Paragraph 14 hereof), or a well 
upon which Lessee is then engaged in continuous drilling or reworking operations, or (2) the number of acres included in a producing pooled unit 
pursuant to Texas Natural Resources Code 52.151-52.154, or (3) such greater or lesser number of acres as may then be allocated for production 
purposes to a proration unit for each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor 
agency, or other governmental authority having jurisdiction. If at any time after the effective date of the partial termination provisions hereof, the 
applicable field rules are changed or the well or wells located !hereon are reclassified so that less acreage is thereafter allocated to said well or wells for 
production purposes, this lease shall thereupon terminate as to all acreage not thereafter allocated to said well or wells for production purposes. 
Notwithstanding the termination of this lease as to a portion of the lands covered hereby, Lessee shall nevertheless continue to have the right of ingress 
to and egress from the lands still subject to this lease for all purposes described in Paragraph 1 hereof, together with easements and rights-of-way for 
existing roads. existing pipelines and other existing facilities on, over and across all the lands described in Paragraph 1 hereof ("the retained lands"), for 
access to and from the retained lands and for the gathering or transportation of oil, gas and other minerals produced from the retained lands . 

• • • • • • • • • • • • • • • • • • • • • • • • • • • • ••• • ••• • 



(B) HORIZONTAL. In the event this is in force and effect two (2) years after the expir ate of the primary or extended term it shall 
• • • 
further IEirminate as to all depths below 100 fee. ow the total depth drilled (hereinafter "deeper dep. n each welllggted on acreage retained in 
Paragraph 16 (A) above, unless on or before two (2) years after the primary or extended term Lessee pays an amount equal to one-half (1/2) of the 
bonus originally paid as consideration for this lease (as specified on page 1 hereof). If such amount is paid, this lease shall be in force and effect as to 
such deeper depths, and said termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced in 
paying quantities from such deeper depths covered by this lease. 

(C) IDENTIFICATION AND FILING. The surface acreage retained hereunder as to each well shall, as nearly as practical, be in the form of a 
square with the well located in the center thereof, or such other shape as may be approved by the Commissioner of the General Land Office. Within 
thirty (30) days after partial termination of this lease as provided herein, Lessee shall execute and record a release or releases containing a satisfactory 
legal description of the acreage and/or depths not retained hereunder. The recorded release, or a certified copy of same, shall be filed in the General 
Land Office, accompanied by the filing fee prescribed by the General Land Office rules in effect on the date the release is filed. If Lessee fails or refuses 
to execute and record such release or releases within ninety (90) days after being requested to do so by the General Land Office, then the 
Commissioner al his sole discretion may designate by written instrument the acreage and/or depths to be released hereunder and record such 
instrument at Lessee's expense in the county or counties where the lease is located and in the official records of the General Land Office and such 
designation shall be binding upon Lessee for all purposes. 

17. OFFSET WELLS. Neither the bonus, delay rentals , nor royalties paid, or to be paid, under this lease shall relieve Lessee of his obligation 
to protect the oil and gas under the above-described land from being drained. Lessee, sublessee, receiver or other agent in control of the leased 
premises shall drill as many wells as the facts may justify and shall use appropriate means and drill to a depth necessary to prevent undue drainage of 
oil and gas from the leased premises. In addition, if oil and/or gas should be produced in commercial quantities within 1,000 feet of the leased premises, 
or in any case where the leased premises is being drained by production of oil or gas, the Lessee, sublessee, receiver or other agent in control of the 
leased premises shall in good faith begin the drilling of a well or wells upon the leased premises within 100 days after the draining well or wells or the 
well or wells completed within 1,000 feet of the leased premises start producing in commercia l quantities and shall prosecute such drilling with diligence. 
Failure to satisfy the statutory offset obligation may subject this lease and the owner of the soil's agency rights to forfeiture. Only upon the determination 
of the Commissioner of the General Land Office and with his written approval may the payment of compensatory royalty under applicable statutory 
parameters satisfy the obligation to drill an offset well or wells required under this paragraph. 

18. FORCE MAJEURE. If, after a good faith effort, Lessee is prevented from complying with any express or implied covenant of this lease, 
from conducting drilling operations on the leased premises, or from producing oil or gas from the leased premises by reason of war, rebellion , riots, 
strikes, acts of God, or any valid order, rule or regulation of government authority, then while so prevented, Lessee's obligation to comply with such 
covenant shall be suspended and Lessee shall not be liable for damages for faflure to comply with such covenants; additionally, this lease shall be 
extended while Lessee is prevented, by any such cause, from conducting drilling and reworking operations or from producing oil or gas from the leased 
premises. However, nothing in this paragraph shall suspend the payment of delay rentals in order to maintain this lease in effect during the primary term 
in the absence of such drilling or reworking operations or production of oil or gas. 

19. WARRANTY CLAUSE. The owner of the soil warrants and agrees to defend title to the leased premises. If the owner of the soil defaults 
10 payments owed on the leased premises, then Lessee may redeem the rights of the owner of the soil in the leased premises by paying any mortgage, 
taxes or other liens on the leased premises. If Lessee makes payments on behalf of the owner of the soil under this paragraph, Lessee may recover the 
cost of these payments from the rental and royalties due the owner of the soil. 

20. (A) PROPORTIONATE REDUCTION CLAUSE. If the owner of the soil owns less than the entire undivided surface estate in the above 
described land, whether or not Lessee's interest is specified herein, then the royalties and rental herein provided to be paid to the owner of the soil shall 
be paid to him in the proportion which his interest bears to the entire undivided surface estate and the royalties and rental herein provided to be paid to 
the Commissioner of the General Land Office of the State of Texas shall be likewise proportionately reduced. However, before Lessee adjusts the 
royalty or rental due to the Commissioner of the General Land Office, Lessee or his authorized representative must submit to the Commissioner of the 
General Land Office a written statement which explains the discrepancy between the interest purportedly leased under this lease and the actual interest 
owned by the owner of the soil. The Commissioner of the General Land Office shall be paid the value of the whole production allocable to any undivided 
interest not covered by a lease, less the proportionate development and production cost allocable to such undivided interest. However, in no event shall 
the Commissioner of the General Land Office receive as a royalty on the gross production allocable to the undivided interest not leased an amount less 
than the value of one-sixteenth (1/16) of such gross production. 

(B) REDUCTION OF PAYMENTS. If, during the primary term, a portion of the land covered by this lease is included within the boundaries 
of a pooled unit that has been approved by the School Land Board and the owner of the soil in accordance with Natural Resources Code Sections 
52.151-52.154, or if, at any time after the expiration of the primary term or the extended term, this lease covers a lesser number of acres than the total 
amount described herein, payments that are made on a per acre basis hereunder shall be reduced according to the number of acres pooled, released, 
surrendered, or otherwise severed, so that payments determined on a per acre basis under the terms of this lease during the primary term shall be 
calculated based upon the number of acres outside the boundaries of a pooled unit, or, if after the expiration of the primary term, the number of acres 
actually retained and covered by this lease. 

21 . USE OF WATER. Lessee shall have the right to use water produced on said land necessary for operations under this lease except water 
from wells or tanks of the owner of the soil; provided , however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes 
for waterflood operations without the prior consent of the owner of the soil 

22. AUTHORIZED DAMAGES. Lessee shall pay the owner of the soil for damages caused by its operations to all personal property, 
Improvements, livestock and crops on said land. 

23. PIPELINE DEPTH. When requested by the owner of the soil, Lessee shall bury its pipelines below plow depth. 

24. WELL LOCATION LIMIT. No well shall be drilled nearer than two hundred (200) feet to any house or barn now on said premises without 
the written consent of the owner of the soil. 
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25. POLLUTION. In developing this a essee shall use the highest degree of care and a. er safeguards to prevent pollution. Without 
limiting the foregoing, pollution of coastal wet--natural waterways, rivers and impounded wate I be preventecLby the use of containment 
facilities sufficient to prevent spillage, seepage or ground water contamination. In the event of pollution, Lessee shall use all means at its disposal to 
recapture all escaped hydrocarbons or other pollutant and shall be responsible for all damage to public and private properties. Lessee shall build and 
maintain fences around its slush, sump, and drainage pits and tank batteries so as to protect livestock against loss, damage or injury; and upon 
completion or abandonment of any well or wells , Lessee shall fill and level all slush pits and cellars and completely clean up the drilling site of all rubbish 
!hereon. Lessee shall, while conducting operations on the leased premises, keep said premises free of all rubbish, cans, bottles, paper cups or garbage, 
and upon completion of operations shall restore the surface of the land to as near its original condition and contours as is practicable. Tanks and 
equipment will be kept painted and presentable. 

26. REMOVAL OF EQUIPMENT. Subject to limitations in this paragraph, Lessee shall have the right to remove machinery and fixtures placed 
by Lessee on the leased premises, including the right to draw and remove casing, within one hundred twenty (120) days after the expiration or the 
termination of this lease unless the owner of the soil grants Lessee an extension of this 120-day period. However, Lessee may not remove casing from 
any well capable of producing oil and gas in paying quantities. Additionally, Lessee may not draw and remove casing until after thirty (30) days written 
notice to the Commissioner of the General Land Office and to the owner of the soil. The owner of the soil shall become the owner of any machinery, 
fixtures, or casing which are not timely removed by Lessee under the terms of this paragraph. 

27. (A) ASSIGNMENTS. Under the conditions contained in this paragraph and Paragraph 29 of this lease, the rights and estates of either 
party to this lease may be assigned, in whole or in part, and the provisions of this lease shall extend to and be binding upon their heirs, devisees. legal 
representatives, successors and assigns. However, a change or d ivision in ownership of the land, rentals, or royalties will not enlarge the obligations of 
Lessee, diminish the rights, privileges and estates of Lessee, impair the effectiveness of any payment made by Lessee or impair the effectiveness of any 
act performed by Lessee. And no change or division in ownership of the land, rentals, or royalties shall bind Lessee for any purpose until thirty (30) days 
after the owner of the soil (or his heirs, devisees. legal representatives or assigns) furnishes the Lessee with satisfactory written evidence of the change 
in ownership, including the original recorded muniments of title (or a certified copy of such original) when the ownership changed because of a 
conveyance. A total or partial assignment of this lease shall, to the extent of the interest assigned, relieve and discharge Lessee of all subsequent 
obligations under this lease. If this lease is assigned in its entirety as to only part of the acreage, the right and option to pay rentals shall be apportioned 
as between the several owners ratably, according to the area of each, and failure by one or more of them to pay his share of the rental shall not affect 
this lease on the part of the land upon which pro rata rentals are timely paid or tendered; however. if the assignor or assignee does not file a certified 
copy of such assignment in the General Land Office before the next rental paying date, the entire lease shall terminate for failure to pay the entire rental 
due under Paragraph 3. Every assignee shall succeed to all rights and be subject to all obligations, liabilities. and penalties owed to the State by the 
origina l lessee or any prior assignee of the lease, including any liabilities to the State for unpaid royalties. 

(B) ASSIGNMENT LIMITATION. Notwithstanding any provision in Paragraph 27(a). if the owner of the soil acquires this lease in whole or in 
part by assignment without the prior written approval of the Commissioner of the General Land Office, this lease is void as of the time of assignment and 
the agency power of the owner may be forfeited by the Commissioner. An assignment will be treated as if it were made to the owner of the soil if the 
assignee is: 

(1 ) a nominee of the owner of the soil; 
(2) a corporation or subsidiary in which the owner of the soil is a principal stockholder or is an employee of such a corporation or subsidiary; 
(3) a partnership in which the owner of the soil is a partner or is an employee of such a partnership; 
(4) a principal stockholder or employee of the corporation which is the owner of the soil; 
(5) a partner or employee in a partnership which is the owner of the soil; 
(6) a fiduciary for the owner of the soil; including but not limited to a guardian, trustee, executor, administrator, receiver, or conservator for the 
owner of the soil; or 
(7) a family member of the owner of the soil or related to the owner of the soil by marriage, blood, or adoption. 

28. RELEASES. Under the conditions contained in this paragraph and Paragraph 29, Lessee may at any time execute and deliver to the 
owner of the soil and place of record a release or releases covering any portion or portions of the leased premises, and thereby surrender this lease as 
to such portion or portions. and be relieved of all subsequent obligations as to acreage surrendered. If any part of this lease is properly surrendered, the 
delay rental due under this lease shall be reduced by the proportion that the surrendered acreage bears to the acreage which was covered by this lease 
immediately prior to such surrender: however, such release will not relieve Lessee of any liabilities which may have accrued under this lease prior to the 
surrender of such acreage. 

29. FILING OF ASSIGNMENTS AND RELEASES. If all or any part of this lease is assigned or released, such assignment or release must be 
recorded in the county where the land is situated, and the recorded instrument, or a copy of the recorded instrument certified by the County Clerk of the 
county in which the instrument is recorded , must be filed in the General Land Office within go days of the last execution date accompanied by the 
prescribed filing fee. If any such assignment is not so filed, the rights acquired under this lease shall be subject to forfeiture at the option of the 
Commissioner of the General Land Office. 

30. DISCLOSURE CLAUSE. All provisions pertaining to the lease of the above-described land have been included in this instrument, 
including the statement of the true consideration to be paid for the execution of this lease and the rights and duties of the parties. Any collateral 
agreements concerning the development of oil and gas from the leased premises which are not contained in this lease render this lease invalid. 

31. FIDUCIARY DUTY. The owner of the soil owes the State a fiduciary duty and must fully disclose any facts affecting the State's interest in 
the leased premises. When the interests of the owner of the soil conflict with those of the State, the owner o f the soil is obligated to put the State's 
interests before his personal interests. 

32. FORFEITURE. If Lessee shall fail or refuse to make the payment of any sum within thirty days after it becomes due, or if Lessee or an 
authorized agent should knowing ly 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, the School 
Land Board, or the Railroad Commission. or if Lessee should 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 Lessee shall knowingly violate any of the material provisions of this lease, or if this lease is assigned and the 
assignment is not filed in the General Land Office as required by law, the rights acquired under this lease shall ~Et~H~!rclJ<t69.~eiture by the 
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Commissioner, and he shall forfeit same when iently informed of the facts which authorize a forf and when forfeited the area shall again be • • • 
subject to lease under the terms of the Relinq ent Act. However, nothing herein shall be const. s waiving the__automatic termination of this 
lease by operation 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. 

33. LIEN. In accordance with Texas Natural Resources Code 52.136, the State shall have a first lien upon all oil and gas produced from the 
area covered by this lease to secure payment of all unpaid royalty and other sums of money that may become due under this lease. By acceptance of 
this lease, Lessee grants the State, in addition to the lien provided by Texas Natural Resources Code 52.136 and any other applicable statutory hen, an 
express contractual lien on and security interest in all leased minerals in and extracted from the leased premises, all proceeds which may accrue to 
Lessee from the sale of such leased minerals, whether such proceeds are held by Lessee or by a third party, and all fixtures on and improvements to the 
leased premises used in connection with the production or processing of such leased minerals in order to secure the payment of all royalties or other 
amounts due or to become due under this lease and to secure payment of any damages or loss that Lessor may suffer by reason of Lessee's breach of 
any covenant or condition of this lease, whether express or implied. This lien and security interest may be foreclosed with or without court proceedings in 
the manner provided in the Title 1, Chap. 9 of the Texas Business and Commerce Code. Lessee agrees that the Commissioner may require Lessee to 
execute and record such instruments as may be reasonably necessary to acknowledge, attach or perfect this lien. Lessee hereby represents that there 
are no prior or superior liens arising from and relating to Lessee's activities upon the above-described property or from Lessee's acquisition of this lease. 
Should the Commissioner at any time determine that this representation is not true, then the Commissioner may declare this lease forfeited as provided 
herein. 

34. POOLING. Lessee is hereby granted the right to pool or unitize the royalty interest of the owner of the soil under this lease with any other 
leasehold or mineral interest for the exploration, development and production of oil or gas or either of them upon the same terms as shall be approved 
by the School Land Board and the Commissioner of the General Land Office for the pooling or unitizing of the interest of the State under this lease 
pursuant to Texas Natural Resources Code 52.151-52.154. The owner of the soil agrees that the inclusion of th is provision in this lease satisfies the 
execution requirements stated in Texas Natural Resources Code 52.152. 

35. INDEMNITY. Lessee hereby releases and discharges the State of Texas and the owner of the soil, their officers, employees, partners, 
agents, contractors, subcontractors, guests, invitees, and their respective successors and assigns, of and from all and any actions and causes of action 
of every nature, or other harm, including environmental harm, for which recovery of damages is sought, including, but not limited to, all losses and 
expenses which are caused by the activities of Lessee, its officers, employees, and agents arising out of, incidental to, or resulting from, the operations 
of or for Lessee on the leased premises hereunder, or that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this 
Agreement. or by any other negligent or strictly liable act or omission of Lessee. Further, Lessee hereby agrees to be liable for, exonerate, indemnify, 
defend and hold harmless the State of Texas and the owner of the soil, their officers, employees and agents, their successors or assigns, against any 
and all claims, liabilities, losses, damages, actions, personal injury (including death), costs and expenses, or other harm for which recovery of damages 
is sought, under any theory including tort, contract, or strict liability, including attorneys' fees and other legal expenses, including those related to 
environmental hazards, on the leased premises or in any way related to Lessee's failure to comply with any and all environmental laws: those arising 
from or in any way related to Lessee's operations or any other of Lessee's activities on the leased premises; those arising from Lessee's use of the 
surface of the leased premises; and those that may arise out of or be occasioned by Lessee's breach of any of the terms or provisions of this Agreement 
or any other act or omission of Lessee, its directors, officers, employees, partners, agents, contractors, subcontractors, guests, invitees, and their 
respective successors and assigns. Each assignee of this Agreement, or an interest therein, agrees to be liable for, exonerate, indemnify, defend and 
hold harmless the State of Texas and the owner of the soil, their officers, employees, and agents in the same manner provided above in connection with 
the activities of Lessee, its officers, employees, and agents as described above. EXCEPT AS OTHERWISE EXPRESSLY LIMITED HEREIN, ALL OF 
THE INDEMNITY OBLIGATIONS ANDIOR LIABILITIES ASSUMED UNDER THE TERMS OF THIS AGREEMENT SHALL BE WITHOUT LIMITS AND 
WITHOUT REGARD TO THE CAUSE OR CAUSES THEREOF (EXCLUDING PRE-EXISTING CONDITIONS), STRICT LIABILITY, OR THE 
NEGLIGENCE OF ANY PARTY OR PARTIES (INCLUDING THE NEGLIGENCE OF THE INDEMNIFIED PARTY), WHETHER SUCH NEGLIGENCE 
BE SOLE, JOINT, CONCURRENT, ACTIVE, OR PASSIVE. 

36. ENVIRONMENTAL HAZARDS. Lessee shall use the highest degree of care and all reasonable safeguards to prevent contamination or 
pollution of any environmental medium, including soil, surface waters, groundwater, sediments, and surface or subsurface strata, ambient air or any 
other environmental medium in, on, or under, the leased premises, by any waste, pollutant, or contaminant. Lessee shall not bring or permit to remain on 
the leased premises any asbestos containing materials, explosives, toxic materials, or substances regulated as hazardous wastes, hazardous materials, 
hazardous substances (as the term "Hazardous Substance" is defined in the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA), 42 U.S.C. Sections 9601 , et seq.), or toxic substances under any federal, state, or local law or regulation ("Hazardous Materials"), except 
ordinary products commonly used in connection with oil and gas exploration and development operations and stored in the usual manner and quantities. 
LESSEE'S VIOLATION OF THE FOREGOING PROHIBITION SHALL CONSTITUTE A MATERIAL BREACH AND DEFAULT HEREUNDER AND 
LESSEE SHALL INDEMNIFY, HOLD HARMLESS AND DEFEND THE STATE OF TEXAS AND THE OWNER OF THE SOIL FROM AND AGAINST 
ANY CLAIMS, DAMAGES, JUDGMENTS, PENALTIES, LIABILITIES, AND COSTS (INCLUDING REASONABLE ATIORNEYS' FEES AND COURT 
COSTS) CAUSED BY OR ARISING OUT OF (1) A VIOLATION OF THE FOREGOING PROHIBITION OR (2) THE PRESENCE, RELEASE, OR 
DISPOSAL OF ANY HAZARDOUS MATERIALS ON , UNDER, OR ABOUT THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OR 
CONTROL OF THE LEASED PREMISES. LESSEE SHALL CLEAN UP, REMOVE, REMEDY AND REPAIR ANY SOIL OR GROUND WATER 
CONTAMINATION AND DAMAGE CAUSED BY THE PRESENCE OR RELEASE OF ANY HAZARDOUS MATERIALS IN, ON, UNDER, OR ABOUT 
THE LEASED PREMISES DURING LESSEE'S OCCUPANCY OF THE LEASED PREMISES IN CONFORMANCE WITH THE REQUIREMENTS OF 
APPLICABLE LAW. THIS INDEMNIFICATION AND ASSUMPTION SHALL APPLY, BUT IS NOT LIMITED TO, LIABILITY FOR RESPONSE 
ACTIONS UNDERTAKEN PURSUANT TO CERCLA OR ANY OTHER ENVIRONMENTAL LAW OR REGULATION. LESSEE SHALL IMMEDIATELY 
GIVE THE STATE OF TEXAS AND THE OWNER OF THE SOIL WRITTEN NOTICE OF ANY BREACH OR SUSPECTED BREACH OF THIS 
PARAGRAPH, UPON LEARNING OF THE PRESENCE OF ANY HAZARDOUS MATERIALS , OR UPON RECEIVING A NOTICE FROM ANY 
GOVERNMENTAL AGENCY PERTAINING TO HAZARDOUS MATERIALS WHICH MAY AFFECT THE LEASED PREMISES. THE OBLIGATIONS 
OF LESSEE HEREUNDER SHALL SURVIVE THE EXPIRATION OR EARLIER TERMINATION, FOR ANY REASON, OF THIS AGREEMENT. 

37. APPLICABLE LAW. This lease is issued under the provisions of Texas Natural Resources Code 52.171 through 52.190, commonly 
known as the Relinquishment Act, and other applicable statutes and amendments thereto, and if any provision in this lease does not conform to these 
statutes, the statutes will prevail over any nonconforming lease provisions . 
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38. EXEClJTION. This oil and gas lease mu 'gned and acknowledged by the Lessee before it is fi led rd in the county records and in the General Land 
• • • 

Office of the Stale of Texas. Once the filing requiremc ound in Paragraph 39 of this lease have been satisfied, th. tive dated of thi~ease shall be the date found on 
Pa~c I. 

39. LEASE A LI NG. Pursuant to Chapter 9 of the Texas Business and Commerce Code, this lease must be filed of record in the office of the Counry Clerk in any 
county in which all or any part of the leased premises is located, and certified copies thereof must be filed in the General Land Office. This lease is not effective until a 
certified copy of this lease {which is made and certified by the County Clerk from his records) is fil ed in the General Land Office in accordance with Texas Natural 
Resources Code 52.183. Additionally, this lease shall not be bindi ng upon the State unless it recites the actual and true consideration paid or promised for execution of this 
lease. The bonus due the State and the prescribed filing fee shall accompany such certified copy 10 the General Land Office. 

40. PAID-UP LEASE. This is a paid-up lease and Lessor acknowledges receipt of payment in advance of annual delay rentals. Bonus consideration and annual 
delay rentals paid for this lease includes a to tal of $400.00 per net mineral acre. The amoun t of bonus is $398.00 per net mineral acre, and delay rcntals of $1.00 per net 
mineral acre for each of the second and third years provided for in this lease. The bonus consideration set forth in Paragraph I of this lease is inclusive of paid-up annual 
delay rentals. 

David H. Arrington Oil & Gas, Inc. 

LESSEE: David H. Arrington, President 

DATE: Fw( t.A ovy q, J...OOJ 

STATE OF TEXA S , 

OMC P;tr~es, Ltd , ( ) 

BY (J_li ~Ji~ 
Individually and Agent for the State of Texas 

by Craig E. Cannon, Vice-President fo 
OMC Management, Inc.,lts General Partner 

STATE OF TEXAS 

BY: ______________________________ _ 
Individually and as Agent for the State of Texas 

Date: ___ _ __________ _ 

STATE OF TEXAS ~ (CORPORA T!ON ACKNOWLEDGMENT) 

COUNTY OF MIDLAND Cl . 1-

BEFORE ME, the undersigned aulhority , on f~ q , 2007, personally appeared David H. Arrington known to me to be the person 
whose name is subscribed to the foregoing instrument as President of David H. Arrington Oil & Gas, In and acknowledged to me that he executed the 
same for the purposes and consideration therein expressed, in the capacity stated, and as the act and de do 

-.- _..... ..... - --

® TFARRIS 
~ 

My Commission Expires 
My Commission Expires ~ 

May 17, 2009 ~ 

N 

STATEOFTEXAS NT) 

COUNTY OF KENDALL ..)1(~ 
BEFORE ME. the undersigned aulhority, on \hisC)I.}TI-or PE/!:? day of .~1personal l y appeared Craig E. Cannon known to me to be 

the person whose name is subscribed to the foregoing instrument, as Vice-President of OMC Management, Inc., General Partner of OMC Properties, 
Ltd. and acknowledged to me that he executed the same for the pu'l>oses and consideration therei n expressed, in the capacity stated, and the act and 
deed of said corporation. 

My Commission Expires /o- /9-C)O lo 
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• • 
EXHIBIT "A" 

Attached hereto and made a part hereof that certa in Oil and Gas Lease dated January 19,2007, by and 
between OMC Properties, Ltd., as Surface Owner, and David H. Arrington Oil & Gas, Inc., as Lessee 

SURFACE USE AGREEMENT 

The parties hereto desire to mutually agree upon certain aspects of Lessee's use of the surface 
estate and amounts to be paid to the Surface Owner and the State of Texas for surface use and damages 
occasioned by Lessee's operations hereunder: 

NOW, T HEREFORE, in consideration of the following covenants and conditions, the parties 
agree as fo llows: 

I . Lessee, its successors and ass igns agree to pay Surface Owner and the State of Texas in equal 
shares for drill site locations, tank battery s ites, roads, rights-of-way, caliche or other surface material along 
w ith any other use of the surface as set out on Surface Owners then current Rate and Damage Schedule. 

2. The route of any roads constructed on the Lease must be agreed upon by Lessee and Surface 
Owner prior to the construction of the same. Any roads constructed hereunder shall be designed to 
minimize impact on the surface estate. Lessee Agrees to furnish to Surface Owner a plat reflecting all 
roadways used in connectio n with the Lease. Such roads sha ll be private roads for the exclusive use of 
Lessee, Surface Owner, the employees, agents and contractors and sub-contractors of either or both, and the 
Lessee's successors and assigns. No permission is granted to any other party for the use of said roads 
without prior written permission first granted by Surface Owner. Lessee shall maimain in good condition 
and repair a ll roads used by Lessee under the provis ions of this agreement. 

3. Lessee agrees to construct proper and sufficient braces at any point where fences are to be cut 
prior to cutting such fence. Such braces shall be constructed so that slack will not develop in the adjoining 
fence sections. Lessee shall insta ll such cattleguards and gates as may be required by Surface Owner at 
Lessee's sole cost and expense in each fence that is cut by Lessee. At the option of Surface Owner at the 
termination of operations with respect to which the gates or cattleguards were constructed, any such 
cattleguards or gates shall remain in place and sha ll become the property of Surface Owner. Should 
Surface Owner request removal of such canleguards or gates, Lessee shall at its sole cost and expense, 
remove same and restore the area to its prior condition. No perimeter fences shall be cut or gates installed 
without prior written approval of the Surface Owner. 

Upon termination of the Lease, Lessee shall furnish a plat reflecting the location of a ll 
cattleguards. A gap gate of usual ranch construction wi ll be placed next to the cattleguards and gap gates. 
In the event that Lessee fails to promptly install such gap gates, Surface Owner may do so at Lessee 
expense and Lessee shall promptly pay the invoice for such construction. Surface Owner reserves the right 
to hire said work done and the invoice o f said work wil l be sent to and paid directly by Lessee. 

4. Written approval must be obtained from Surface Owner prior to the construction of any drilling 
pad. Drilling Pads will be designed to minimize the impact of drilling operat ions on the surface. This 
inc ludes minimizing the s ize of the pad and the amount of cut-and-fill required . After comp letion, the 
dri ll ing paid will be down-s ized to the minimum area necessary for prudent operations. 

5. Lessee agrees that all sumps, pits and re lated drilling and production facilities will be enclosed to 
minimize danger to persons and livestock. Lessee sha ll install a 4 foot high fence that is capable of turning 
livestock around each productive well , and around any re lated production faci lities. Lessee shall post on 
each such fence a sign stating the name of the Operator, well name and location. The fence sha ll be 
insta lled as soon as practicable after the completion of the well , but no later than sixty (60) days after 
completion. Tank batteries constructed on the Leased Lands sha ll be constructed of materials (painted, 
coated or buried as necessary) to withstand the operating environment w ith earthen berms of sufficient size 
to contain any spill that might occur. Said berms sha ll comply with the rules and regulations of the 
Railroad Commission ofTexas or such other governmental authority having jurisdiction . 
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Prior to construction of the reserve pit, the topsoil will be scraped off to a depth of six inches and 

piled beyond the pit area. Topsoi l is herein considered to be the zone of aerated soil above a continuous 
rock layer. If less than six inches of topsoil exists at the site, then all topsoil will be removed down to the 
rock layer and stored beyond the pit area. Unlined earthen pits shall not be constructed or used for storage 
of disposal of waste. 

The reserve pit sha ll be designed for normal operations and lined with an impermeable liner. 
Upon completion of drilling operations, the pit will be dewatered. When the pit has dried satisfactorily: I) 
the pit shal l be deep buried, the remaining wall be levelled evenly across pit area, 2) the topsoi l spread back 
over pit area, and 3) the location shall be re-seeded with grass blend approved by the Surface Owner in 
accordance with provisions herein. 

6. Lessee agrees that at such time as a drilling pad or tank battery site ceases to be used as such 
(subject to the al lowance of t ime provided in the oi l and gas lease covering the land to dri ll or rework using 
such locations) it will remove any surfac ing (such as cal iche) placed thereon, re-seed w ith native grasses in 
re-seeding season, and restore the site to the max imum extent pract icable to its original condition. 

On or before five (5) months from the date of the completion of a well , e ither as a producer or a 
dry hole, or such later time as Surface Owner may, in writing, authorize, Lessee agrees to have completed 
a ll repair and clean-up work hereinabove required and shall fu rn ish Surface Owner written notice that said 
work has been done. Mud pi ts sha ll be buried and restored as soon as practicable, but only after such have 
dried. If requested by Surface Owner, Lessee shall remove a ll drill ing mud from the mud pits and from 
lands covered by the lease. Such mud pits when restored shall also be re-seeded as provided in Paragraph 4 
above. 

7. Surface Owner reserves the r ight to approve the location of any installation of uti lity lines, either 
new or extensions of old lines, to any drill ing or producing location. 

8. Lessee shall have no right to use surface water found on the Lease. Lessee shall not use natural 
surface waters or subsurface waters found in beds of creeks, streams and rivers. furthermore, Lessee shall 
not use water from wells, water pipelines, ponds or tanks of the Surface Owner. Lessee shall not use 
potable water found on or under the Leased Land for repressuring, pressure maintenance, cycling and/or 
secondary recovery operations. It is expressly understood and agreed that fresh water from the assigned 
lands shall not (a) be moved by any method, manner or device across, over or under any boundary of the 
Lease, nor (b) be injected into any well on the Lease or e lsewhere for secondary recovery purposes and/or 
any other purpose. 

9. Upon rece iving the written consent of Surface Owner, Lessee may drill water wells on the Leased 
lands solely for the purpose of conducting its operations on the Leased Lands. All water wells drilled by 
Lessee, its successor or assigns, on the above described land will be properly cased, capped, plainly marked 
and properly identified, and upon termination of their use by Lessee, shall be left for the use of Surface 
Owners, their successors and/or assigns. 

I 0. The operations of Lessee on the Lease shall be conducted in such manner that the Lessee shall 
prevent the contamination of any and a ll waters in, under or on said lands, whether in surface tanks or any 
other type of storage, in creek beds or river beds, or in a ll surface and subsurface waterbearing strata or 
formations by virtue of Lessee's dri lling, development and production operations. Lessee shall prevent 
contamination of the lands covered by the Lease from salt water or other contaminating substances nowing 
over or seeping onto such land because of Lessee's operations. At Surface Owners request, Lessee shall 
remove the contaminated soils and replace it with soils that have been approved by the Surface Owner. 

l l. Salt water sha ll not be disposed of on the Lease or on other land in which the Lessor own an 
interest or any part thereof, without the prior written consent of Surface Owner. All sal t water is to be 
injected into formations located below the depth of the deepest formation bearing potable water as 
ind icated by the Texas Water Commission or governmental authority having jurisd iction. 

Salt water from producing oi l and/or gas wells situated on the Lease, may be used for 
repressuring, pressure maintenance, cycl ing, and/or secondary recovery operations on the Lease and may 
be moved from the lease. 

• • • • • • • • • • • • • • • • • • • • • • • • • • • • • ••• . ... ~ 



• • 
Disposal of salt water produced from the lease, secondary recovery operat ions or the removal of 

salt water from the Leased Lands shall be done in strict compliance with the rules and regu lations of the 
Railroad Commission of Texas or other governmental authority having jurisdiction. 

12. When requested by Surface Owner, the Lessee shall bury all pipelines below plow depth. Both 
buried and above-ground steel flow lines are acceptable. However, if Lessee selects any other material for 
flowlines, Surface Owner approval must be obtained first. Lessee further agrees that all pipelines and 
flowlines shall be adequately marked and identified so as to not interfere with the Surface Owners 
operations. 

13. In the construction of roads, tank batteries, and drill ing locations and such other operations as may 
be carried on by Lessee under the Lease, Lessee, its successors and ass igns shall construct terraces of 
adequate size and quality wherever necessary and at a ll cuts made in a canyon or hillside so as to prevent 
erosion. 

14. Lessee, its agents, servants, employees, contractors, and sub-contractors shall avoid whenever 
possible the operation of vehicles of any type whatsoever over ranch land and all roads when such roads or 
lands are muddy or soft, and shall repa ir promptly any damage or ruts unavoidably incurred by reason of 
Lessee's use thereof. 

15. Lessee agrees that all right-of-ways shall be seeded with a native grass blend approved by the 
Surface Owner to prevent erosion. Lessee furthe r agrees that rights-of-way shall be adequately marked, 
identified and kept free from brush so as to not interfere with Surface Owners operations and to facilitate 
periodic inspections of any right-of-way. Rights-of-way shall be used for the transportation of produced 
hydrocarbons and periodic inspection. Lessee may not use the rights-of-way as roads for operations of 
Lessee's wells and equipment. 

16. It is provided, understood and agreed that the Lease does not cover nor inc lude any right or 
privi lege of hunting by any method on the lands covered by the lease, nor of fish ing on such lands, all such 
hunting and fishing rights be ing expressly reserved to the Surface Owner. Lessee agrees that none of 
Lessee's officers, agents, servants, employees, representatives or contractors will bring any dog and/or 
firearm or fishing tackle upon the Leased Land. If Lessee, its successors or assigns, or the employees, 
agents, contractors or subcontractors of them sha ll be discovered on said land, or the lands contiguous 
thereto owned by Surface Owner, having in their possession a firearm, it shall be presumed that this clause 
is being violated. 

17. Lessee, its successors and assigns agree to give written not ice to Surface Owner thirty (30) days 
prior to abandonment of any oil and/or gas well drilled on the lands. Thereafter, the Surface Owner shall 
have the option, but not the obligation, to take of over any wellbore from the Lessee for use as a water well. 
In the event the Surface Owner elects to take over such wellbore, the Surface Owner shall give Lessee 
written notice of its intention to take over the well bore and convert it to a waterwell. If such event occurs, 
Lessee shall plug and abandon the wel lbore in accordance with the rules and regulations of the Railroad 
Commission of Texas or such other governmental authority having jurisdiction to the base of the lowest 
fresh water bearing strata. At such point, the Lessee sha ll turn over the wellbore to the Surface Owner. 

Should Surface Owner take over the wellbore for convers ion, Lessee its successors and ass igns 
shall not be relieved from its obl igation to properly abandon and restore the dril lsite as set out herein. 
Lessee also agrees to leave in the well bore a minimum d iameter casing of 5 _"to a depth below the fresh 
water strata described above. 

18. Consents and approvals required under this Agreement sha ll not be un-reasonably withheld . 
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EXHIBIT " B" 

Attached here to and made a part hereof that cenain Oi l and Gas Lease dated January 19, 2007, by and 
between OMC Propen ies, Ltd. and David H. Arrington Oil & Gas, lnc. 

EN VIRONMENTAL RJDER 

Lessor and Lessee agree as follows: 

I . DEFINITIONS 

A. Defined terms used in this Rider sha ll, unless otherwise noted, have the same meaning as set 
out in the lease. 

B. Terms defined elsewhere in th is Rider shall have the meanings given in that de fin it ion. 
C. Terms defined as plura l sha ll include the singular: terms de fi ned as singular shall include the 

plural. 
D. As used herein, the terms set fonh below shall have the fo llowing meaning: 

"Bu ilding" means any permanent or temporary structure located on the Lease, together with 
a ll fixtures attached thereto and all personal property situated there in. 

"Cleanup" means performance of the fo llowing in strict conformity with Environmenta l 
Laws: (a) assessment and monitoring of Contamination, (b) removal of Contamination, (c) 
remediation of Contaminat ion, and (d) conta inment of Contamination to prevent the release or 
discharge or further re lease or discharge of Contamination. C leanup shall not be deemed 
complete until a certificate of closure or other indication of satisfaction issued by the 
Governmenta l Authorities having or asserting jurisdiction over Lessor, the Lessee, the 
Property, the C leanup and the Contamination, or any of them, or ( in the event such 
Government Authorities do not issue such certificates or indications o f satisfaction) the 
issuance of an opinion by an environmenta l consultant acceptable to Lessor that the levels of 
Hazardous Materials in, on or under, or that affect or that may afTect, the Property are below 
the maximum levels allowed by Environmental Law. 

"Contamination" means the presence, disposal, discharge, migration or release or Hazardous 
Mate ria ls in, on, under, from, or to the Leased Premises, the Building or the real property 
upon which the Building is located; provided, however, in no event shall the term 
"Contamination" inc lude the presence, disposal, discharge, migration of Hazardous Materials 
in, on under from or to the Property which is not a vio lation of or does not resu lt in liability or 
requi red remedia l ac tion under, any Environmental Law or under the te rms of this Rider. 

"En vironmenta l Law" means any. and a ll state, federa l and local statutes, ru les, regulations 
and ordinances re lating to the protection of human health or the envi ronment as now existing 
or hereafter amended together w ith all s imilar federa l, state and local environmental statutes 
and ordinances and the rules and regulations, orders and decrees now o r he reafter 
promulgated thereunder. 

"Governmenta l Authority" means any agency, department, commission, board, bureau or 
instrumental ity, or any of them, wh ich exerc ises j urisdict ion over the Property or any pan 
thereof, including, without limitation, the United States, the State ofTexas, and the County of 
Cu lberson, Texas, and any political subdiv ision of any of the foregoing. 

" Hazardous Materia ls" means and includes any and all hazardous or toxic substances, 
po llutants, contaminants, materia ls or waste defined by or listed under any of the 
Env ironmenta l laws; except it sha ll not mean and include any and all substances or ma terials 
used in the drilling, stimulation, completion, and/or workover of oil and/or gas wells and/or 
the product ion of o il and/or gas and any other lawfu l re lated use even if such substance or 
mate rial is defined by or listed under any of the Environmental laws . 
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appear, intervene, or othe rwise appropriately assert and protect Lessor's interest with respect thereto. In 
the event Lessee fails to promptly init iate and diligently pursue any Cleanup required under the terms of 
this Lease, and in any event within fifteen days after written notice to Lessee from Lessor or any 
Governmental authority, Lessor may terminate the Lease and pursue Lessor's remedies for default under 
the terms of the Lease, at law or in equity. 

E. Lessee agrees to indemnify, defend, and hold harmless the Lessor, its officers and each of 
Lessor's employees, agents, attorneys, hei rs, personal representatives, successors and assigns, from and 
against any and all c laims, demands, losses, damages, liabi lities, causes of action, judgements, penalties, 
fines, forfeitures, costs and expenses, including without limitat ion, reasonable attorneys' fees, court costs, 
consultant fee, expert fees, cleanup costs and disbursements, of any and every kind or character, known or 
unknown, fixed or contingent, in tort or in contract (including, but not limited to, losses resulting from the 
decrease in the value of the Property and damages for the loss of, or restrictions on the use of, the Building) 
in connection with or arising out of( l ) the breach of any covenants by Lessee as set forth in this Rider, (2) 
the failure of Lessee to perform any obligation requi red in th is Rider, (3) any violation by Lessee of any 
Envi ronmental Laws affecting the Property, (4) the removal of Hazardous Materials from the Property as 
required under any Environmental Laws, (or if removal is prohibited by any Environmental Laws, the 
taking o f whatever action as may be required by such Environmental Laws) or by the terms o f this Rider, 
(5) any Regulatory Actions, (6) any Third Party C laims, (7) the imposition or recording of liens on the 
Property pursuant to any Environmental Laws; each of the foregoing limited, however, to situat ions arising 
out of or occasioned by operations conducted by or on behalf of Lessee. Lessee's obligations under this 
Paragraph E shall include, without limitation, and whether foreseeable or unforeseeable, any and all costs 
incurred in connection with any investigation of site conditions, and any and all costs of any required or 
necessary repair, C leanup, detoxification, or decontam ination of the Property (including, without limitation, 
the soil and ground water on or under the Property), and the preparat ion and implementa tion of any c losure, 
remedial action, or other required plans in connection therewith. Lessees' obligations under this Paragraph 
E shall survive the expiration or termination of the lease. For purposes of the indemnity provisions hereof, 
any acts or om issions of Lessee, or by employees, agents, ass ignees, guests, invitees, contractors, or 
subcontractors of Lessee or actions of any other persons for or on behalf of Lessee (whether or not they are 
negligent, intentional, willful, or unlawful), shall be s trict ly attributable to Lessee. 

F. Lessor, at Lessor's option may participate in, and control, any action for which indemnity is 
required under this Rider and may appoint Lessor 's own counsel. 

G. Any breach of or default in the terms of this Article by Lessee shall be cons idered a mate rial 
breach of terms of the Lease and shall entit le Lessor to exercise any and a ll rights and remedies to which it 
may be entitled under the terms of the Lease, at law or in equity. Without lim iting any other provision of 
this Lease, or being limited thereby, if Lessee shall cause or suffer the gene ration, storage, trea tment, 
disposal, discharge or dumping of, Hazardous Materials upon or from the Property or any othe r 
contamination or threat thereo f otherwise than as hereby expressly permitted, Lessor shall be entitled to 
immediate injunctive relief to terminate any such activity and, additionally, Lessor shall have the following 
rights and options: I) to require Lessee to perform a Cleanup in accordance with the following: (i) the 
Cleanup shall be at Lessee's sole cost, risk and expense; (ii) the term of the Lease, anything in the Lease to 
the contrary notwithstanding, shall be extended to the date when C leanup has been completed and 
cert ifi cate furn ished to Lessor as specified in the definition of Cleanup; (iii) Lessee shall consult with and 
obtain Lessor's consent and agreement to the individuals or entities reta ined to perform the C leanup; (iv) 
Lessor sha ll be ent itled to inspect the Cleanup as it progresses; and (v) Lessor shall be entitled to inspect 
records of Lessee relat ing to the C leanup at all reasonable times; or 2) Lessor may conduct the C leanup in 
accordance with the fo llowing: (i) The term of the Lease, anything in the Lease to the contrary 
notwithstanding, sha ll be extended to the date when Cleanup has been completed and certificate furn ished 
to Lessor as specified in the definition of C leanup; (ii) Lessee shall be enti tled to inspect the Cleanup as it 
progresses; (iii) Lessee shall be entitled to inspect records of Lessor relating to the Cleanup at a ll 
reasonable times; and (iv) Lessee sha ll be obligated jointly and severally to bear and pay to Lessor the 
reasonable and actual costs and expenses, direct and indirect, of the C leanup, including but not limited to, 
investigation, laboratory fees and othe r costs specified in Paragraph D above . 
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"Property" means collectively, the Leased Premises, together with all improvements now or 
hereafter situated thereon, and the Buildings or any part of either thereof, and all fixtu res and 
personal property situated in, on or under the Leased Premises or the Buildings. 
"Regulatory Actions" means any claim, action or proceedings brought or instigated by any 
Governmental Authority in connection with any Environmental Law applicable to the 
Property or the operations conducted thereon. 

"Regulatory Actions" means any claim, action, or proceeding brought or instigated by any 
Governmental Authori ty in connection with any Environmental Law applicable to the 
Property or the operations conducted thereon. 

"Third-Party Claims" means any third-party litigation, claims, or proceedings, other that 
Regulatory Actions, ar is ing by virtue on any Contamination of the Property or any violation 
of Environmental Laws. 

2. LESSEE COVENANTS AN D INDEMN ITIES 

A. Subject to the provisions of Article 3.F hereof, Lessee shall at all times and in all respects 
strictly comply with all Environmental Laws. Lessee, its employees, contractors, agents, licensees, invitees 
and guests shall not cause or pennit any Hazardous Materials to be brought upon or kept or used on or 
about the Property in violation of any Environmental Law or which results in any Contamination of the 
Property. Further, Lessee shall exercise reasonable care to prevent anything that will cause Lessee, Lessor 
or the Property to be in violation of any Environmental Laws or subject Lessee, Lessor or the Property to 
any Cleanup, Regulatory Actions, or Third-Party Claims. 

B. Lessor shall have the right at any time and without notice to Lessee, to enter and inspect the 
Property and conduct any testing, sampling, borings and analyses that Lessor deems necessary to insure 
Lessee's compliance with the terms of this Rider. 

C. If at any time Lessee shall become aware, or have reasonable cause to believe, that as a result 
of operations conducted by or on behalf of Lessee any Hazardous Material has come to be located in, on or 
under the Property, or if Lessee shall become aware or have reason to know of existing, pending, or 
threatened ( I) Regulatory Actions, (2) Third-Party Claims, (3) Contamination of the Property or (4) 
investigations or inquiries relating to the Property by any Governmental Authority in connection with any 
Environmental Laws or Hazardous Materials, Lessee shall immediately give written notice of same to 
Lessor. In addition, Lessee shall immediately notify Lessor in writing of any reports made to any 
Governmental Authority arising out of or in connection with any Hazardous Materials in, on, under or 
which may be removed from the Property. Lessee shall also supply to Lessor as promptly as possible, and 
in all events within five business days after Lessee first receives or sends the same, copies of all claims, 
reports, complaints, notices, warnings, or asserted violations relating in any way to the Property, or 
Lessee's use thereof. Lessee shall promptly deliver to Lessor copies of all mani fes ts reflecting the disposal 
of all Hazardous Materials removed from the Property. 

D. In the course of any Cleanup, or in the event Lessee is required to remove Hazardous Materials 
from the Property pursuant to this to any provision of this Lease, or by any Governmental Authority, then 
such Hazardous Materials shall be handled, removed, used or disposed in strict compl iance with all 
Environmental Laws. Upon expiration or earlier tenn ination of the term of the Lease, Lessee shall cause all 
Hazardous Materials to be removed from the Property and to be transported for use, storage, or disposal in 
strict compliance with all app licable Environmental Laws. In the event Contamination of the Property 
occurs then the Contamination shall be immediately remediated by Lessee and all Hazardous Materials 
shall be removed from the Property in strict compliance with all Environmental Laws, at Lessee's sole cost 
and expense; PROVIDED, HOWEVER, in no event shall Lessee take any remedial action in response to 
the presence of any Hazardous Materials in, on, or under the Property, nor enter into any settlement 
agreement, consent decree, or other compromise in respect to any Regulatory Action or Third-Party Claim 
without first noti fying Lessor of Lessee's intent ion to do so and affording Lessor ample opportunity to 
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3. GENERAL PROVISIONS 

A. Any amount to be paid under any provision of this Rider by Lessee to Lessor shall be a demand 
obligation owing jointly and severa lly by Lessee to Lessor. In the event Lessee fails to pay to Lessor upon 
demand any amount which Lessee is obligated to pay Lessor pursuant to this Rider, the failure to pay such 
amounts may, at Lessor's option exerc ised in Lessor's sole discretion, be deemed an event of default under 
the Lease whereupon Lessor may exerc ise any and a ll remedies afforded Lessor by the Lease. Lessee 
agrees to pay to Lessor, Lessor's co llection costs and expenses, including any addit ional amount for 
attorneys' fees, if the amounts due hereunder are not paid by Lessee when due. 

B. Lessors rights under this Rider shall be in addit ion to a ll rights of Lessor under the Lease. 
Payments by Lessee under this Rider shall not reduce Lessee's obligations and liabilities under the Lease. 

C. Th is Rider shall be binding upon Lessee and its assigns and shall inure to the benefit of and be 
enforceable by Lessor, Lessor's heirs, personal representatives and assigns; PROVIDED, HOWEVER, that 
Lessee sha ll not ass ign or de legate his o bligatio ns hereunder. This Rider shall continue in force 
notw ithstanding te rmination of the Lease unti l expiration of all the statutes of limitat ion prescribed by 
Environmental Laws. 

D. Lessor agrees to protect, defend, indemn ify and hold Lessee and its agents and employees free 
and harmless from and against a ll damages, c la ims, costs, expenses and liabilit ies of every kind and 
character whatsoever arising out of or in connection w ith said Lease or th is Rider, lands personal property, 
equipment, fixtures, fac il ities and improvements, including any such liabi lities arising under environmental 
laws, statues, regulations or rules aris ing prior to and before the tenancy of Lessee under th is Lease or any 
prior lease. 

E. This Rider shall be governed by and construed and interpreted in accordance with the laws of 
The United State of America and The State of Texas. 

F. If any provision of this Rider is determined to be invalid by any court of competent j urisdiction 
or to be in violation of any applicable law, such invalidity or violation shall have no effect on any other 
provision of this Rider (which sha ll remain valid and bi nding and in full force and effect). 

F. Notwithstanding anything to the contrary contained herein, it is understood and agreed by 
Lessor and Lessee that the provisions of th is Rider shall apply only to the activities on the Leased Premises 
of Lessee and its employees, agents, assignees, guests, in vi tees, contractors and subcontractors. Lessee 
sha ll not be responsib le for the actions of any third parties whose presence on the Leased Prem ises is not 
authorized by Lessee. 
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OMC PROPERTIES, L TO. 

RATE AND DAMAGE SCHEDULE 

January 19,2007 

A. WELL LOCA TrONS 

$3,000.00 per drill s ite, including tank battery site if located on drillsite 

B. TANK BATTERY 

$2,000.00 per tank battery site if located ofT drill s ite 

C. ROAD CONSTRUCTION AND RANCH ROAD USE 

$5.00 per rod for use of existing roads 
$1 0.00 per rod for new roads constructed 

D. ELECTRIC LINES AND FLOWLINES 

$10.00 per rod for all powerlines and flow lines 

E. PrPELINE CONSTRUCfiON 

$30.00 per rod for a ll rights-of-way for pipel ine construction 

F. CALICHE 

$4.00 per cubic yard for ca1iche 

G. WATER 

$1.00 per barrel 
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File No. A11f· ) Df/C( 1 2 

Date Filed: ____,~:;._·_1..._· _0 -'-----­

Je(//tl. Patterson, Commissioner 

By~~~--------
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DAVID H. ARRINGTDN OIL & GAS , INC. 

P.O. BOX 2071, MIDLAND, TEXAS 797D2 

OFF (432) 682· 6685 

FAX (432) 682-41 39 

Texas General Land Office 
Attn: Drew Reid 
1700 N. Congress Ave., Suite 600 
Austin , TX 78701-1495 

March 15, 2007 

RE: Texas State Oil & Gas Lease for 
Edward M. Slack, Jr. 

· and Trust, LLC 
~OMC Pro erties Ltd. 

• 

Dear Mr. Reid: 

Please find enclosed three (3) Oil and Gas leases, as reference above, along with our 
check #23832 in the combined amount of $47.300.00, as bonus and filing fee for the 
same. 

The two Ward County leases, Waronker Family Land Trust, LLC and Edward M. Slack. 
Jr., were the subject of discussion between you and our representative, Greg Lang . in 
December 2006 

Should you find everything in order with the leases and payment, we request you 
expedite their return to our office for recording in the property county land records 

Questions regarding this transaction should be addressed t:1 the letterhead address or to 
the undersigned at 432.682.6685/Ext. 341 . 

Thank you for your cooperation in this matter. 

Very truly yo!J rs , 

ington Oil & Gas, Inc. 

/Enclosures 
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DAVID H. ARRINGTON OIL & GAS/ P.O. BOX 2071, MIDLAND, TEXAS 79702 432/682-6685 
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TEX 

August 2, 2007 

Attn: TerTi M. Farri s 
David H. Arrington Oi I & Gas, Inc. 
P.O. Box 2071 
Midland, TX 79702 

Re: Relinquishment Act Lease MF-108187 

160 acres out of Section 30, Block 45, 
Culberson County, Texas 

Dear Ms. Farris: 

OFF I CE 
]ERRY PAITERSON, COMMISSIONER 

The certified copy of the Relinquishment Act lease covering the above referenced tracts has been 
approved and filed in our records under Mineral File number M-108187. Please refer to this 
number when making payments to the State and in all future correspondence concerning the 
lease. Failure to include the mineral file number may delay processing of any payments 
towards the lease. 

Your remittance of$32,125.00, has been applied as the state's portion of the cash bonus $32,000.00, 
along with a processing and filing fee in the amount of$125.00. Please let me know if you should 
have any questions. 

Sincerely, 

!)I[ ,.,.,&;..t '~r 
DrewReid 
Minerals Leasing 
Energy Resources 
(512) 475-1534 

MS/DR 

Stephen F. Austin Building · J 700 North Congress Avenue • Austin, Texas 78701-1495 

Post Office Box 12873 · Austin, Texas 78711-2873 

512-463-5001 • 800-998-4GLO 

www.glo.statc. tx. us 
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